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PROFESSIONAL NOTES 


Companies Bill Changes 

As well as a number of minor amendments, some 
of a more far-reaching nature were either passed at 
the Standing Committee stage of the Companies Bill, 
or adumbrated for the report stage. A new clause 
requires directors’ reports so far as material for ari 
appreciation of the company’s affairs, and if not in 
the directors’ opinion harmful to the business, to 
deal with any change during the financial year in 
the nature of the company’s business. Consideration 
is being giyen to the possible amplification of the 
Clause in the Bill dealing with the appointment 
and remuneration of auditors, to provide for the 
situation where a person proposed for appointment 
as auditor of a company dies after the necessary 
three weeks’ notice of a proposed change of auditor, 
and before the annual general meeting; similarly, 
the Government may provide at the report stage 
for the case where the acting auditor, whom it was 
proposed to re-appoint, dies within three weeks of 
the meeting, and, under the Bill as at present drafted, . 
it is too late to give notice of appointment of a sub- 
‘stitute. Another point which is being considered 
before the report stage is whether some standardised 
form should be prescribed for the information to be 
provided in prospectuses. An amendment moved by 
a Labour member and passed by the Committee, 
‘reversed the decision of the House of Lords that it 
was impracticable to require nominee holdings of 
shares to be divulged ; consequently at that stage in 
the House the Bill thus contained a clause to the 
effect that the beneficial ownership of shares shall 


be recorded on the share register. It will be re- 
membered that in the original Bill an attempt was 
made to include such a requirement in five massive 
clauses, but, after examination of the point in the 
House of Lords, it was generally agreed, by the 
Government as well as the opposition, that the 
machinery could not be made to work, and the 
clauses were scrapped. 

Subsequently the President of the Board of Trade 
introduced an amendment giving the Board the right 
to investigate the affairs of a company at the request 
of holders of 10 per cent. of the issued capital, or 
two hundred shareholders, where the Board is satis- 
fied that the application is not vexatious or un- 
reasonable. This provision was in replacement 
of that passed earlier requiring the beneficial 
ownership of shares to be recorded. Sir Stafford 
Cripps argued that it is quite impossible to make 
known in all cases the real ownership of companies 
and it was preferable to leave the matter in the 
open, relying upon rigid powers of investigation to 
deal with dubious cases. Unless the national interest 
was involved it was, he said, the intention that the 
findings of any investigation would be made public. 
The clause previously passed placed the onus 
of declaring the beneficial ownership on the regis- 
tered holder; but since the real owner might be 
many steps removed, the registered holder might be 
unable to supply the information. Moreover, the 
system of mortgaging and pledging of securities 
involved day-to-day transactions which could not be 
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follewed through and could not, therefore, be brought 
within a regulation that beneficial ownership should 
be recorded. Similarly, said Sir Stafford, the question 
of aggregate ownership raised many difficulties, 

_ particularly with trust funds where the trustee had 
control but was not the beneficial owner. The revised 
clause introduced by Sir Stafford was passed in sub- 
stitution for the clause earlier agreed. 


The Committee refused to remove the provision 
that the private exempt company need not appoint 
a qualified accountant as auditor. They did so on 
grounds which appear to us unconvincing, namely, 
that the accountancy profession could not, in present 
circumstances and with its present numbers, cope 
with the increased work which would be involved if 
all small private companies were obliged to have a 
qualified auditor. Despite the fact that the pro- 
fession is admittedly hardly worked at this time, it 
seems to us short-sighted to have so much regard to 
conditions that are hardly likely to endure, and we 
do not admit the contention that. the profession 
could not provide the necessary expansion in auditing 
services. 


Companies Bill—Coming into Force 

The Solicitor-General made an announcement 
about the coming into force of the new measure. 
First, the provisions which affect primarily the 
powers of the Board of Trade (for example, powers of 
investigation into the boards of companies or share 
ownership or company formation) will be brought 
into force as early as possible. Secondly, the pro- 
visions affecting accounts, which are largely self- 
contained, will be effective after reasonable notice, 
which will be not less than six months. Thirdly, 
relaxation of existing controls (for example, in regard 
to non-disclosure of previous nationality or name) 


will be brought into force at once. . Finally, other . 


provisions, “‘ which require to be construed by the 
business community with the principal Act,’’ will, if 
possible; be deferred until consolidation. A Con- 
solidation Bill. is now in. hand, and it is hoped to 
introduce it next session. on sort 
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An attempt was made in the Committee stage of 
the Finance Bill to place upon the Inland Revenue 
the task of assessing in advance the tax payable by 
a company on a bonus issue. The Government 
resisted the proposal, so that a company making an 
issue will not know what tax is payable until the 
operation is completed. Issues made solely for effect- 
ing an amalgamation scheme between businesses 
were made exempt from the tax. Nor is tax to be 
payable where securities are issued under a scheme of 

ement to preference shareholders as consider- 
ation for relinquishing arrears of dividend. 


The deduction from profits for directors’ remuner- 
ation, where applicable for Profits Tax computations, 
is to be a minimum of {2,500, instead of £1,500. 
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Profits tax payable by industrial and provident 
societies, which means, in the main, co-operative 
societies, is to be 5 per cent. instead of 12} per cent. 
The reason put forward for this favourable treatment 
was the wholly unsatisfactory one that co-operative 
societies hold a large part of their funds as invest- 
ments and do not use them in their business. So also 
do many companies, but they receive no concessions 
on this account. 


Purchase Tax Posers 


When purchase tax is lowered or removed, traders 
customarily charge customers at the new rates even 
though they themselves paid tax at the higher rates. 
The Chancellor of the Exchequer has confessed that 
he can find no method of relieving traders of the 
burden they thus incur. The opposition forced a 
division on the point, to indicate their conviction 
that such a method was not beyond human ingenuity, 
but they failed to indicate the lines of a solution. 
The difficulties arise from the impracticability of 
requiring retailers to provide certified returns, as at 
the date of the charge of tax, of all the goods affected 
which they hold in stock. We have to confess that 
we have not yet seen even the outline of a satisfac- 
tory scheme; those sent in to us by accountants 
in response to the invitation we extended a year ago 
(see AccoUNTANCY, August, 1946, page 242) seemed 
either to be impracticable or to contain loopholes. 
If the accountancy profession cannot help in devising 
a scheme which would be workable, we can hardly 
applaud the action taken by the Opposition in the 
House. On the other hand, the Chancellor seemed 
unduly optimistic when he maintained that the 
customer would meet with no difficulty in obtaining 
refund of the purchase tax from his retailer on 
electrical and similar goods -purchased after the 
Budget proposal for higher tax rates and before the 
recent, cancellation of the original proposal. In fairly 
large transactions, documentary or other evidence 
of the purchase may exist, but in numerous small 
cash purchases; the..customer may-,surely find it 
impossible to prove that he actually paid the tax, 
which legally, but in retrospect only, he should not 
Oe agent seh stitial ~ deacon 
, Stamp Duty on,Transfers:. 

Secretaries and registrars of companies should 
note that there are two main exceptions to the 
doubling of the stamp duty on transfers which dates 
from August 1. Firstly, transfers of stocks, shares, 
or marketable securities to a body established for 
charitable purposes or to the trustees of a trust for 
such purposes may be stamped at the old rate of duty 
if they bear the adjudication stamp. Secondly, 
transfers giving effect to a sale made before August 1 
where the transfer or relative document of title has 
been sent from overseas, and transfers signed by or 
on behalf of the vendor or vendors and lodged for 
certification before August F, are not subject to the 
increase in duty. Transfers from overseas coming 
within this second exception must be submitted to the 
Stock Exchange Stamp Office in London to be marked 
as passed for duty at the old rates. Subsidiary ex- 
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ceptions to the new rates of duty are certain types of 
transfer bearing a fixed duty of 10s. and transfers to 
dealers carrying the supplementary stamp (see 
Finance Act 1920, Section 42), which are still subject 
to a maximum duty of 10s. 


A transfer deed bearing a date before August 1, 
but presented for registration after that date, will 
-be regarded as duly stamped with duty at the rate 
obtaining before August 1 unless the registering 
officer has reason to question the date shown. A 
transfer bearing a date later than July 31, if endorsed 
with, or permanently affixed to, a certificate by a 
member of a Stock Exchange to the effect that, 
having been assigned by or on behalf of the vendor 
or vendors, it was delivered by hand or by post to 
the buying broker before August 1, or was lodged 


for certification before that date, may be accepted 


for registration if stamped at the old rate. 


Regional Hospital Boards 

Fourteen regions have been formed, each with a 
Hospital Board for the administration of hospital 
and specialist services. We are pleased to announce 
that Sir Frederick Alban, C.B.E., J.P., F.S.A.A., 
the President of the Society of Incorporated Accoun- 
tants, has been appointed Chairman of the Board 
for Wales. Sir Frederick will bring to the Board a 
wide experience of hospital organisation and finance. 
We also have yy in recording that Mr. Fred 
Woolley,’ J:P., F.S.A.A., the immediate Past Presi- 
dent of the Society, has been appointed a member of 
the South-West Metropolitan ry Mr. W. Allison 
Davies, C.B.E., J.P., F.S.A.A., who was until recently 
a member of the Council of the Society, has been 
made a member of ‘the Manchester Board, and Mr. 
V. W. Grosvenor, LL.B., F.S.A.A., the President of 
the Birmingham~ District Society of Incorporated 
Accountants, joins the Birmingham Board. sige 


rete Evasion of Purchase Tax ~ 

The, Customs and Excise Department, drawing 
atientil ts the heavy penalties payable under the 
Finance Act, 1944, for the acquisition of goods on 
which purchase tax has been evaded, point out that 
unregistered traders, ‘when buying ‘chargeable goods, 
should satisfy themselves that the tax has been or 
will be duly paid. Supplies should be obtained only 
from reliable traders who furnish satisfactory in- 
voices which can reasonably be accepted as showing 


that tax has not been evaded. If the supplier claims - 


that he need not charge the tax because he is below 
the registration limit (£500 of annual turnover), the 
retailer may ask for a written statement to that 


effect, though this does not necessarily relieve him of — 


responsibility if tax has been evaded. It should be 
remembered also that dressed fur skins (other than 
rabbit) and apparel and rugs made from such skins, 
together with jewellery and gold and silver ware, 
are subject to tax whatever the annual turnover of 
the trader, the £500 registration limit having been 


abolished by the Finance Act, 1946. Any invoices 


for such goods which do not show the proper. tax 
are, therefore, suspect. 
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War Damage Payments 


At the middle of July some 250,000 persons 


re- 
ceived payable orders in ‘settlement of deferred 
private chattels claims. The total of the payments 
was approximately {45 million, made up of the 
balance of the assessed claims, interest on the balance 
at 24 per cent. per annum, calculated from the date 
of loss to the date of payment (less income tax at 
9s. in the £), and any supplementary payments due. 
With the payable order, the claimant should also 
have received a statement showing how the payment 


was made up and an income tax certificate enabling: 


him to claim a refund of tax if he is not liable at the 
standard rate. 


Supplementary payments are made on private 
chattels claims arising before end-1941 where the 
claims were not settled by that date. The addition, 
which is allowable wherever the assessed claim does 
not exceed a modest total, is intended to help to 
meet the disparity between prices ruling at the date 
of loss and the date of settlement. For claims above 
£25 (those under that total receive no supplementary 
addition) and below £350, the supplementary pay- 
ment is 50 per cent. Above £350, the percentage 
increase is scaled down, until at- £1,200, there is no 
supplementary payment due. Now that supplement- 
ary payments have been effected on the claims settled 
last month, they will be made to those claimants 
who had received earlier settlement of their claims 
on grounds of hardship, without the supplementary 
payment. The aim is that the 250,000 odd claimants 
concerned should be paid before the end of the year. 


Professional Taxes Removed 


An amendment to the Finance Bill abolishes the 
high duties payable by barristers and solicitors on 
entry into their professions. It removes also the duty 
exacted on admission into’an Ina of’Court. It carries 
through the reduction, noted in our last issue, to a 
nominal figure of 2s. 6d. in the {, the duty on articles 
of ‘clerkship with a solicitor.. Further; it makes the 
duty payable by a solicitor for a practising certificate 
one-twentieth of the amount previously due, which 


ranged between {3 and {5 a year. The virtual removal _ 


of these duties is a welcome correction of what has 
for long been an anomaly—indeed, an imposition. 
Hospital Service Plan 


Members of the professional and middle-income 
classes up to the age of 60 may secure substantial 
assistance towards the cost of in-patient treatment— 
including maintenance and professional fees—in a 
hospital private ward or a nursing home. The 
Hospital Service Plan has been designed for this 
Sets by the London Association for Hospital 

rvices, Ltd., 10, Old Jewry, London, E.C.2, a non- 
profit-making organisation, sponsored by King Ed- 
ward’s Hospital Fund for London. Annual sub- 
scriptions range from {2 12s. It is pointed out that 
the Government intends to continue the hospital 
private ward service after the introduction of the 
National Health Service, and that those who use 
private wards and nursing homes will still be under 
considerable expense. 
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A CAPITAL TAX? 


It has become a commonplace to talk of the 
“inflationary potential’’ or the ‘suppressed in- 
flation.’”” The pressure of money against goods is 
self-evident, and everyone knows that only controls 
prevent a large-scale rise in prices. But the full 
significance of this monetary problem is less frequently 
realised, and suggested solutions have so far been 
confined, in large degree, to academic economists. 
Last month one of the most outstanding of these, 
Mr. J. R. Hicks, of Nuffield College, made a notable 
contribution to the debate. His proposals, put for- 
ward in Lloyd’s Bank Review, deserve a wide public. 
Even though they may not obtain full approval, 
they point to the essentials of the problem and show 
how vital it is that a solution be found. 

Mr. Hicks argues that many of our present troubles 
spring from the lack of restraint shown in the spending 
of accumulated funds, both by businesses and by 
individuals. Such spending leads to a distorted 
distribution of labour—unessential industries can 
afford to engage workers, even though they cannot 
use them sufficiently (owing to lack of materials or 
other reasons). Businesses demand a much greater 
volume of capital equipment than can be supplied, 
so that those capital goods that are produced do 
not go to meet the most needs—a 
situation that is worsened by the lack of a coherent 
Government policy on the relative priorities of 
the innumerable demands for equipment. Price 
controls prevent automatic “ rationing” of demand 
by way of a rise in prices, and prevent also that 
protection of the level of stocks which the expectation 
of a future rise in prices would induce in the trader 


and manufacturer. Thus the pipe-line is depleted of 


stocks. We have the empty economy. Such an 
economy is particularly accident-prone. Any disturb- 
ance, caused through bad weather, short-period strikes 
or the like, is magnified into a major crisis, simply 
because recourse cannot be had to stock reserves. 
There can be no disputing the diagnosis. What of 
Mr. Hicks’s prescription? He would rely upon a 
capital levy, but one which takes the form of a 
compulsory loan to the Government, repayable after 
a few years. The problem of the “ inflationary 
potential ” would thus, he argues, be solved by the 
surrender of monetary resources to the Government, 
for release later when the problem would no longer 
exist. The levy would be assessed on businesses as 
well as private persons. There is a suggestion that 
the rate of interest might also be raised temporarily, 
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and that the resulting fall in security prices would 
prevent sales of securities to finance purchases of 
capital goods, but, though rather undecidedly, Mr. 


- Hicks seems to rule this out on grounds of the in- 


creased Budgetary burden. In this article we will 
concentrate upon the capital levy. 

The first difficulty of this proposal is clearly that of 
administration. The assessment of the assets held by 
businesses and individuals would be a most formid- 
able task. Even if the “ capital employed ”’ figures 
of the Excess Profits Tax were used, there would 
remain a very great mumber of entirely fresh com- 
putations to be made. With the present arrears of 
work in the Inland Revenue and in taxation matters 
generally, a large increase in staff would be necessary, 
in Government, business, and the accountancy pro- 
fession. We cannot be optimistic that this increase 
would be forthcoming, except over a fairly prolonged 
period. A capital tax is such a completely new 
departure in British taxation ure that in- 
numerable difficulties of administration and of law 
would arise. In the early stages, it is likely that 
evasion would be widespread. 

These administrative drawbacks would not be 
insuperable in the absence of the time factor. But 
time is the essence of the proposal, since the removal 
of the inflationary potential must take place forth- 
with. Even apart from the problem of administration, 
the time n for formulating and passing through 
Parliament such a complicated measure as the capital 
levy would surely be, must be a decisive factor 
against Mr. Hicks’s plan. If a scheme of this kind 
had been worked out during the war years, for 
application now, it would be a different question. 
But it is not unfair to recall that Mr. Hicks himself, 
in an influential book published in 1940, advised 
against a post-war capital levy. 

To these’ weighty practical objections there has 
to be added an economic one. The inflationary 
potential is reduced to the extent that people volun- 
tarily save funds in permanent form. A levy of the 


_. kind envisaged might reduce their willingness to save. 


There would be some fear of another levy. Once the 
elaborate machinery of a capital tax is set up, it 
would be tempting to use it again ! Yet if the refund 
were confidently expected, spending from past 
capital accumulation would continue. 

The proposal does not, therefore, seem practicable 
or desirable for the purpose in mind. The problem of 
the “‘ inflationary potential” remains, but there are 
perhaps other ways of coping with it—or, at least, 
with its results. In particular, a Government policy 
to correct the mal-distribution of labour through 
more positive means (including, perhaps, differential 
income taxes) offers more hope. And a detailed 
policy on priorities for capital goods is urgently 
necessary. This is not to say that capital taxation, 
as such, is to be ruled out. Much can be said in favour 
of a movement away from taxes assessed on income, 
and towards those on capital—not, however, as a 
short-period and reversible levy, but as a permanent 
and carefully-devised part of the fiscal apparatus. 
But that is another question entirely. 
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International Management Congress 
By R. E. YEABSLEY, C.B.E., F.S.A.A., F.C.A. 


Nine years have passed si since the Seventh Inter- 
national Management Congress held in Washington 
in 1988. To those who attended the Eighth Congress 
in Stockholm last month it was evident.that in the 
field of management, as in others, there had been 
significant changes since 1938. 

The International: Committee of Scientific Manage- 
iment—known internationally as C.I.0.S. (Comité 
international de l’Organisation Scientifique) was re- 
sponsible for the general arrangements of the Con- 
cress, but its planning and execution were the responsi- 
bility of the Swedish National Committee. There 
.ould have been no member of the Congress who 
would have said that the arrangements made by the 
~wedish hosts for the Congress and the most interest- 
ing study tours that followed were not perfect in every 
way and certainly exemplified good management. 

The Headquarters of the Congress and the place 
.f its meetings were situated in the Concert Hall—a 
inagnificent setting. The main hall was the scene of 
ihe opening and closing sessions at which the Congress 
was honoured by the patronage of Prince Bertil. 
None of the many hundreds pfesent ‘could have failed 
io have been impressed by the dignity of the opening 
ceremony and the enthusiasm with which the opening 
speeches were received, especially the comprehensive 
survey of changes in world conditions and in the field 


of management, given by Mr. William Batt, of U.S.A.,° 


the President of C.1.0.S. 

The Congress was attended by over 1,300 delegates 
from 22 nations. It was of interest to note that the 
British delegation was the largest of the visitors and 
that there were delegates from Australia, Canada, 
India and South Africa. A large delegation from the 


U.S.A. made the English-speaking contingent a large _ 


one. 

Before the opening of the Congress two volumes 
were circulated containing the papers to be discussed. 
It may be doubted whether there were many who had 
conceived the breadth and depth of the,subject before 
studying these papers. To define management is not 
easy, but the fundamentals may perhaps be conyéydil 


in the statement that the basic function of manage- 


ment is to ensure that the maximum benefit is ob- 
tained for all in the employment of human effort and 
material resources. 

With this in mind it is of interest to note the themes 
of the three plenary sessions :-— 

1. Philosophy and Application of Scientific Manage- 

ment. 

2. Regional and Local planning in Modern Society. 

3. Industrial relations and responsibilities of 

Management and Labour. : 

The detailed work of the Congress was divided into 
fourteen sections which again indicate the breadth 
of the subject. These sections were :— 

1. Business Administration. 
2. Home Management. = 
3. Education for Management. 


4. Production Administration. 
5. Office Management. 

6. Modern Housing. 

7. Personnel Administration. 
8. Cost and Budgetary Control. . 
9. Agricultural Management. 
10. Product Development. 

11. Selection and Training. 

12. Quality Control. 
13. Public Administration. 
14. Distribution Administration. 

While many accountants would be interested to 
follow in detail the work of several of the sections 
mentioned, it is thought that ‘all accountants would 
be particularly interested in having further details of 
the work of the Congress under Section 8—‘‘ Cost and 
Budgetary Control.’ 

Firstly, let us note the titles of the papers sub- 
mitted and reported in the two volumes :— 


1. Progress in Cost Controls, by W. P. Fiske, U.S.A. 

2. Budgetary Control of ting Costs, by the 
Institute of Cost and Works Accountants, 
Great Britain. 

8. Standard Cost Control in the small Enterprise, 
by H. C. Torbel; Denmark. 

4. Some Remarks on Cost Analysis and Cost 
Estimate in the Shipping Industry, by E. W. 
Paulson, Norway. 

5. Efficiency in the Public Transport of Passengers, 
by A. M. Groot, Holland. 

After giving a short but extremely skilful résumé of 
the papers, the rapporteur, Mr. Tore Ericsson, of 
Sweden, outlined*for discussion the following twelve 
poitits “and, in view of the~timé “available, asked 


speakers to deal more particularly with Numbers 1, 5, 


8 and 10 :— 


—~ I> What functions are included in cost accounting 


488 a,tool of Management ? 
2. Relationships between general accourtting 
, (book-keeping) and cost accounting. 
_3.:Should the head of the cost accounting depart-; 


ment be responsible to the General Manager, ' 


the Chief Accountant or the Technical 
Manager ? 

..Are not the expressions “ fixed ” and “ 
ables ” enough—why use “ semi-variables 3”) 

. Are ideal or past performance standards to be 
preferred ? 

. Is the allocation of interest and depreciation 
of plant and other fixed costs necessary in 
accounting where prices are governed by 
competition ? 

. Principles for fixing dapeecintion rates for 
machinery. 

Is something wrong in allocating burden (over- 
heads) to products by way of percentages on 
direct labour ? 

If prices are known, does the margin between 
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_ price and cost, computed in per cent. on cost, 
‘determine the choice of products ? 
10. What are the advantages and disadvantages of 
uniform cost accounting when limited to :— 
(a) a uniform classification of accounts, 
(d) this pecan plus uniform cost allocating 
an 


(c) a comparison of standard rates and standard 
costs ? 


11. Cost accounting as a way of rationalising whole _ 


industries. 
12. Cost accounting in a socialised industry. 
Comments on the papers submitted must be brief. 
That by Mr. W. P. Fiske, of U.S.A., gives a clear view 
of the extent of progress in cost control from 1936 and 
an indication that the U.S.A.—well ahead of this 
country in this field in 1936—has further developed, 
although progress was temporarily halted by war 
conditions. As to the future Mr. Fiske rightly says : 
“ Price policy and price-making will continue to be of 
increased importance to management, and cost 
analysis will be expected to make a greater con- 
tribution here.” He then says that there will be 
“new demands for basic cost data which, in many 
cases, cannot become available until procedures for 
accumulation of basic data have been carefully 
reviewed in the light of the new requirements.” This 
theme is examined in greater detail in the field of 
production costs in the excellent paper presented by 
the Institute of Cost and Works Accountants. The 
paper describes in broad outline a scheme of budgetary 
and cost control, the principles of which are sum- 
marised as follows :— ; 
“(a) Fundamentally the conversion costs of a manu- 
facturing organisation are influenced by two 


(i) Volume of output. 

(ii) Expense. — ig 
In order to obtain control of cost it is 
to establish standards or budgeted normals for 
both of these factors against which actual per- 
formance and expenditure may be measured. 

(6) Output has to be measured by a unit common to 
all products and processes and this unit is 
time or the standard hour, which is basically 
‘the amount of work it is estimated can be 

ormed in one actual hour. 

(c) Standard hours of production can be used as a 
simple measure of process performance.” 

The paper further deals briefly with the technique 
of flexible budgets for the purpose of expenditure 
control and cost ascertainment. The application of 
this technique requires that the accounting system 
of the organisation be so designed as to provide the 
necessary detailed classification of expenditure and so 
codified as to provide both broad analyses under the 
=, headings, such as material, direct labour, 

peg: expenditure by cost centre or 
me etc., and such detailed analysis as is ey 
having regard to the type of industry, size of the 
organisation, etc. 

The third paper entitled ‘‘ Standard Cost Control 
in Small Companies,” prepared by Mr. H. C. Torbel, 
of Denmark, deals with the practical application of the 
subject matter for a company manufacturing gal- 
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vanised wire netting. The methods adopted in ap- 
plying the standard cost technique are interesting and 
Clearly were responsible for at least two of the points 
selected by the rapporteur—as the view is expressed 
that the accounting system and costing systems might 
be arranged to serve exclusively their respective pur- 
poses and that standards should as far as practically 
possible be based on ideal performance. 

On each of these two points differing views are 
held—it is known that several British delegates fee! 
that accounting should be taken in its widest sense 
and the system of recording, analysing and summaris- 
ing should be so framed that the basic data flow 
through the system to provide all that is required 
therefrom ; however, others, including an Australian 
delegate, share the view expressed by Mr. Torbel. 
On the second point a British delegate addressing the 
meeting expressed the view, which appeared to be 
shared by many, that providing all elements of waste 
can be measured therein or excluded therefrom, the 
standard should be the best attainable. He argued 
that it was necessary to provide a standard that 
could be achieved and thus to allow an incentive for 
both management and worker to achieve it. 

The fourth paper, by Mr. E. W. Paulson, of 
Norway, deals with the application of the genera! 
subject matter to the shipping industry. The paper 
refers, inter alia, to the inclusion in costs of interest 
and depreciation and the methods adopted in cal- 
culating the latter—again prompting two of the 
points raised for discussion by the rapporteur. The 
time available, however, did not permit discussion 
of this interesting and controversial subject. 

The fifth and last paper submitted in this section 
was entitled “ Efficiency in the Public Transport of 
Passengers’ and was presented by Mr. A. M. Groot, 
of Holland. This stimulating paper warrants most 
careful reading by those concerned with this subject— 
it discusses the application of the standard cost 
method and the fundamental weakness in the old 
methods adopted of using past costs expressed in 
terms of train miles, seat miles or passenger miles. 

Several of the points raised for discussion have been 
dealt with in the comments on the papers, but it is 
interesting to consider further the implications of 

int 8, ie., “Is something wrong in allocating 
burden (overheads) to products by way of percentages 
on direct labour ?”’ Apart from the obvious answer, 
“Yes,” there arise the following considerations :-— 

(a) The extent to which overheads should be 

allocated to products—a most interesting 
point involving the consideration of variable 
overheads and marginal costs. 

(0) The allocation to cost centres and processes as 

well as to products. 


(c) The fact that wages cost does not always — 


reflect the time element. 

(2) That the time element is only one of those for 
consideration if allocation of all costs is to 
be made. 

(e) The danger in times of changing values of the 
use of percentages on monetary sums. 

This is but one example of the wide scope for dis- 
cussion of the points raised and those who heard 
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the discussions of this section were unanimous in the 
view that the subject alone warranted an Inter- 
national Congress. There were fundamental differ- 
ences of view and marked differences in practical 
application. It was interesting to note the leading 
part played by the British delegates in the discussion 
and the keen perception of the changed methods in 
this field. It was abundantly clear that. Great 
Britain had moved forward, but on reflection one is 
doubtful as to the — extent of such progress. 
Much remains to be done in a field where the principles 
themselves have not been clearly defined and where 
their a requires breadth of vision and 
‘echnical skill 

Accountancy is an accepted too] of management, 
one performing a vital service, and those who were 
privileged to attend this Congress were made even 
more conscious than before of what is expected from 
our profession. It is clearly'a challenge and one that 


must be accepted if we are to justify the reliance now 
placed upon us. We must see to it that we are fully 
informed and properly trained for this great responsi- 
bility to industry and the State. 

at has been said of the need for more detailed 
consideration at a separate Congress on Cost Account- 
ing and Budgetary Control was the general view of the 
other sections—a point made in the closing meeting 
of the Congress and one which will doubtless receive 
the active consideration of C.I.0.S. This need, the 
appreciation of the breadth and depth of the subject 
and functions of management, and, by no means least, 
the wonderfully successful organisation, entertain- 
ment and hospitality extended by our Swedish hosts, 
culminating in the impressive Official Banquet at the 
Town Hall, are the high-lights in the memories that 
will remain with those who. attended the Eighth 
International Management Congress in Stockholm in 
July, 1947. 


Profits Prior to Incorporation’ 


By Professor B. J. S. WIMBLE, AS.A.A., C.A. (S.A.) 
(Professor of Accounting and Auditing, University of Witwatersrand, Johannesburg ). 


The question usually referred to as “ Profits prior to 
incorporation ’”’ is a favourite subject for examination 
questions and, therefore, one of particular interest to 
students, At the present time, when numerous company 
‘iotations are taking place, it is possibly of equal interest 
to accountants in public practice. 

A contract made by a company before the date at 
which it can commence business must be treated from 
an accounting point of view in the same way as one 
entered into by an existing company for the purchase 
of a business as a going concern with effect from a date 
prior to the date of the agreement. If it has no retro- 
active effect any profits earned up to the date it is 
adopted are the profits of the vendor, irrespective of 
the fact that the assets by which such profits are re- 
presented are afterwards alienated. That this is so 
cannot be doubted in view of the decisions in a number 
of taxation cases, including Bartlett v. Inland Revenue 
Commissioners (*) and Ochberg v. Commissioner for 
Inland Revenue. (*) 

The wording often adopted in vendors’ agreements 
cannot altogether escape blame for much of the mis- 
understanding which exists the question, and 
for the mistaken belief that profits or losses earned by _ 
one person can be made over to another. It is a physical 
impossibility to transfer the ownership of past profits 
or losses ; Sat ie te pomible to take over the atuete and 
Liabilities which have resulted from such profits or 
losses, and by ‘which they are represented at the time 
the transfer of ownership of a business takes place. 
The assets and liabilities of a business are continually 
changing. Such a vendor’s agreement, therefore, is in 
the nature of an option to a company to acquire the 
assets and liabilities of a business, whatever they may 
be, on some unknown future date. In spite of the fact 

(1) 1914, 3, K.B. 686. 

(2) 1933, C.P.D. 256. 

* This article, which is reprinted, in 
Jorm, from“ The South African y pce rg nn Semorina 
‘will be of interest to readers in the United Kingdom, since the 
problem discussed is of general and Professor 
\Vimble’s arguments, to the entirety of which orgs ge wt 
does not necessarily subscribe, are not the United Kingdom. 
‘fricen company law as distinct from that Kingdom. 


that it is impossible to foretell what assets and liabilities 
are going to exist on the date the company exercises its 
— the purchase consideration is agreed upon and 

company is bound by it if it decides to adopt the 
contract. 

The aim must therefore be to produce accounts to 
show the same result as would have been revealed, had 
the assets and liabilities actually in existence on the 
date the contract was ratified, been ascertained, and 
had proper steps been taken to apportion the purchase 
consideration in as equitable a manner as possible. It 
is, of course, most unusual to attempt to ascertain the 
assets and liabilities in existence at the date a contract 
is adopted. It is unnecessary to do so. A profit must 
be represented by an increase, and a loss by a decrease, 
in net assets and, if the profit or loss from the date of 
the last balance sheet to the date the contract is ratified 
can be estimated, the amount so arrived at must be the 
difference between the net assets actually taken over 
and those reflected in the last balance sheet of the 


vendor. In other words, if a profit has been realised — 


between the date of the last balance sheet of the vendor 
and the date the contract is ratified by the company, 
more net assets will have been acquired by the company 
for the same purchase consideration. Conversely, if a 
loss has been realised, less net assets will have been 
acquired. Liabilities taken over are usually of a specified 
amount and there can, therefore, be no question of the 


‘company’s being committed to either more or less than 


the figures reflected in the books. Any such profit or 
loss should, therefore, be utilised to revise the amount 
of any provisions which may have been incorrectly 
estimated when the vendor’s agreement was drafted, or 
to adjust the prices recorded as having been paid for 
the various assets acquired. The necessity for adjusting 
provisions will not arise in the majority of cases and the 
correct treatment of the assets acquired is, therefore, 
all that need be considered. 
Apportionment of Profits or Losses Among Assets 
The proper apportionment of profits or losses among 
the various assets may involve difficulty. The question 
of the amount that has been paid for each asset is one 
of fact and not of law and is analogous to the difficulty 


ee 


Sa Ue Py 


sennnneeenneneeneeeeeeneneenenmmmee 
, 
ee 
ee 
a 
: a 


178 ACCOUNTANCY 


of allocating a lump sum consideration paid for a 
business 


Where the vendor’s agreement sets out the amounts 
to be paid for each asset, these figures will have an 
important bearing on the question, but the manner in 
which the purchase consideration is arrived at should 
not be allowed to confuse the issue. If interest is to 
be allowed, any interest accrued to the date the agree- 
ment becomes binding is part of the purchase con- 
sideration itself. If a company has to indemnify the 
vendor against taxation on profits earned by him prior 
to such a date, such refunds of taxation will be part of 
the purchase consideration. (*) If the vendor’s agree- 
ment specifies an amount to be paid for the profits 
that it is anticipated will be earned before the date the 
contract is ratified, this is merely a method of calculating 
the purchase price, and the profits actually earned 
during the period must still be estimated and set off 
against the amount stated in the contract, any difference 
being treated as a profit or loss earned prior to the 
adoption of the contract. 

Where a loss is suffered in the period before the 
vendor’s agreement is adopted, the total purchase con- 
sideration, together with the liabilities assumed, exceeds 
the aggregate of the agreed values of the individual 
assets mentioned in the agreement and still on hand at 
the date of its adoption, and the value of the assets 
acquired since. Therefore there can be little doubt that 
in normal circumstances the proper course is to follow 
the usual accounting procedure of regarding such an 
excess as a payment for goodwill. There might, 
however, be unusual circumstances which would justify 
the difference being regarded as an additional payment 
for one or more of the tangible assets. 

The matter, however, is not so easily settled when 
profits have been earned. If a price is stipulated as 
the value, at a certain date, of a fixed asset such as 
plant and machinery, it is reasonable to assume that 
a fair value, at the date the contract is adopted, is the 
stipulated price less depreciation for the intervening 
period. A correct result is, therefore, arrived at by 
depreciating the amount stated in the contract for the 
whole of theperiod -between the date mentioned and 
the date of the company’s first balance sheet and by 
apportioning such depreciation between the needs 
before and after the ratification of the agreement. In 

way"if a vendor’s agreement correctly sets out 


the 
Beinn yeh Pei one 8 the gel on or oct 


* hand when the agreement is ratified is the value of the 
stocks mentioned in the agreement remaining unsold, 
together with the cost of those rchased ‘since. * This 
result is achieved by taking stock at the date of the 
company’s first balance sheet and by apportioning the 
gross profit between the’ two periods in as-equitable a 
manner as possible. If the agreement correctly sets 
out the value of debtors, creditors and bank and cash 
balances, it is unnecessary to ascertain details of these 
assets and liabilities at the date the agreement is ratified, 
provided the corresponding balances are correctly stated 
at the date of the company’s first balance sheet, and 
provided all debits and credits to the profit and loss 
account are divided between the two periods in a fair 
manner. 

On the other hand, if the directors consider that 
stock, for instance, is reflected at too high a figure in 
the vendor’s aoe there seems to be no reason 
why they should “n St regard the whole or part of the 
interim profits as a reduction in the price paid for the 


stock. This.would mean that such profits.would become ~ 


ordinary profits as and when the stock was 
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sold, but this course would, incidentally, involve the 
company in taxation on what is virtually the same 
profit as that on which the vendor has been taxed. They 
would, however, be taking the risk of the matter being 
upset at a later date. A similar question arose in 
Foster v. New Trinidad Lake Asphalt Co., Lid. (*) A 
debt which was included in the assets taken over from 
a vendor company, and which had previously been 
regarded as valueless, was paid and it was sought to 
distribute the proceeds to shareholders as a dividend. 
The relevant section of the judgment of Byrne, J., 
reads : ‘ 

“* Although the agreement for sale does not enumerate 
the debt or notes in question in the schedule which 
purports, according to its heading, to be a statement 
of assets and liabilities of the old Trinidad Asphalt 
Company, that schedule is, as appears by clause 1 oi 
the agreement, an enumeration of matters and things 
which the vendor warranted to be included in the 
property sold, or the equivalent in value thereof. Some 
of the items mentioned in the schedule may have been 
overvalued, some undervalued, and no doubt fluctuations 
in value of the assets have supervened, but the = 
of this debt is a distinct item of the property pena 
which has since been realised by payment. It appears 
to me that the amount in question is prima facie capital, 
and that I have no evidence which would justify me in 
saying that it has changed its character because it has 
turned out to be of greater value than had been expected 

. . the question of what is profit available for dividend 
depends upon the result of the whole accounts fairly 
taken for the year, capital, as well as profit and loss.” 

The doubts cast by the learned judge on the correct 
valuation of the assets acquired from the vendors, taken 
in conjunction with the words “ capital as well as profit 
and loss’ seem to indicate that, as all the assets were 
acquired from the vendors simultaneously, he thought 
that the values placed on the individual assets in question 
should be reconsidered. It is difficult, otherwise, to see 
why he should even have mentioned the values placed 
on the assets when they were acquired. 

In the absence of clear-evidence, therefore, that the 
tangible assets are over-valued in the vendor’s agree- 
ment, the most able course would seem to be to 


~sregand,such profits as a reduction in the prica paid for 


the asset whose value is most problematical, namely 

goodwill. Thisis consistent with the procedure suggested 
in connection losses. . 

If no payment has béen made for goodwill, é. matter 

oft es mpre involved, butdt is clear, either that some 

proyisions allowed for in the vendor’s agreement 

ait Fined jate, or that the company has, in :fact, paid 


“walgss_for one or, more of the assets acquired from the 


vendors than the figures ‘Técorded in the books. If 


prtofits are regarded as a reduction in the price of stocks. 


they will become available for dividend when the stocks 
are realised. If they are regarded as a provision against 
debtors being over-valued, a capital profit will be 
realised in the event of the debts being paid, and 
circumstances similar to those in the New Trinidad 
case will arise. It seems, therefore, that the best way of 
handling the matter is to regard such profits as a 
reduction in the price paid for the assets which are 


least likely to be realised or depreciated in the near . 


future. 
To recapitulate, the safest course to adopt is to 
(a) Debit losses prior to the ratification of the con- 
. tract to goodwill account and to 
(b) Credit profits to goodwill account, where good- 
will is included in the price paid, or 
_(e) If no amount has been paid to the vendor for 
__. goodwill to tredit profits to the least liquid of the 


(3) Adams v. Morgan & Co., Ltd. 1924 I.K.B. 751. 


(4) 1901 I Ch. 208. 
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fixed assets or, in the event of_no fixed assets 
being acquired, of the current assets. 

If it is not desired to allocate profits prior to in- 
corporation in the manner suggested under 
(c) above, there is no reason why such profits should not 
be credited to a reserve account specially earmarked 
as not being available for dividend. It is not correct, 
in theory, to do so, as the assets of the company will be 
reflected in its books at more than their true cost. On 
the other hand it is a departure from principle to which 
exception can hardly be taken. 

It is suggested, however, that it is incorrect to use 
profits prior to incorporation to write off preliminary 
expenses. 

Preliminary expenses must by law be shown as a 
separate item in all balance sheets in so far as they have 
not been written off. The words “ written off” have 
been interpreted to mean written off out of profits. 
As far as the company is concerned, the fact that it has 
paid less for some of its assets than it would have, had 
it been incorporated earlier, does not necessarily mean 
that it has made a profit. 

Distribution of Profits 

It remains to consider whether it is competent 
for the directors to revalue all the company’s assets at 
the date of its first balance sheet, to base their re- 
valuation on the prices stated in the vendor’s agree- 
ment, to regard any surplus as profit available for 
dividend, and by so doing to 1 profits which were 
earned before the ratification of the vendor’s agreement 

ome earned by the company. 
e company’s memorandum and articles will have 
0 henaeg. 8. nee See.noe, seems. Ot. eeeercnnes 
whether they provide that dividends are payable “ 
of the profits of the business ” or “‘ out of the profits aa 
the company.”” The words of Farwell, L. J., in = 
Spanish Prospecting Co., Lid. (°) case clarify this 
distinction 
“The profits arising from the business of a y 
are not necessarily the same as the profits of that 
company. A company may have fixed capital as well 
as circulating capital . . . and in that case the profits 
of its business would be those arising from the use of 
its circulating capital excluding its fixed capital. For 
, the profits arising from a draper’s business 
would not include the increase over cost price of a free- 
hold warehouse used in the business and afterwards sold.”’ 


In the Midland Land and Investments Corporation, | 


Lid., case (*) it was held that a dividend could be_ 


declared out of profits arising from a revaluation of .. 


all the assets, even though they had not been sold. It 
should be noted, however, that an expert valuer had 


been employed and that Chitty, J., saw fit to remark — 


’“ Now when it comes to questions of valuation, it is 

undoubted that, except in various rare cases, the 
directors are not the persons who have the skill.” It 
should also be noted that the assets revalued in this case 
were current assets. 


In the Spanish Prospecting case (’) Fletcher Moulton, 
L.J., said : 

“* The word ‘ profits’ has in my opinion a well defined 
legal meaning, and this meaning coincides with the 
fundamental conception of profits in general parlance, 
although in mercantile phraseology the word may at 
times bear meanings indicated by the special context 
which deviate in some from this fundamental 
signification. ‘Profits’ implies a comparison between 
the state of a business at two c dates usually 
_ separated by an interval of a year. The fundamental 


(5) 1911, I Ch. 92, 106. 
Not but 


ion, p. 
(7) 1911, I Ch. 92, 98 and 105. 
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meaning is the amount of gain made by the business 

during the year. This can only be ascertained by a 

comparison of the assets of the business at the two dates. 

. .. Therefore they were seeking to take the value of 

- preggo - gag! — An eg thine peng ep re 

its profits. This is fundamentally wrong. The capital 

wales of goodwill is an alternative to profits, not part 

of them. It is the price at which a renounces 

his rights to future profits. Hence the goodwill of a 

business can never appear in the calculation of its 

profits.’’ 

On the other hand in Lee v. Neuchatel Asphalte Co. (*) 
Lopes, L.J., said : 

“It appears to me that if a contrary view were 
adopted it might be successfully contended that where, 
owing to extraneous circumstances, the capital is 
increased in value, that increase might be dealt with 
as revenue or profits and go to increase the dividend. 

all practice, and I think contrary to 


In the same case Cotton, L.J., said : , 

“It is established, and well established, that you must 
not apply the assets of the company in returning to the 
shareholders what they have paid up on their shares. 
... Capital assets of the company are not to be 
applied for any purpose not within the objects of the 
company, and paying dividends is not the object of the 
company, the carrying on the business of the company 
is its object.”’ 

It is suggested that if- profits earned prior to the 
ratification of the vendor’s agreement are made avail- 
able for dividend, the effect is to return to the share- 
holders “ what they have paid up on their shares.” 
Profits realised since will have been credited to the profit 
and loss account and likewise be made available for 
dividend and there is, therefore, no other source from 
which the amount in question can have been derived. 

The cases of Bolion v. Natal Land and Colonisation 
Co. (*) and Ammonia Soda Co., Lid. v. Chamberlain ('°) 
cannot be regarded as authority for writing up assets 
on revaluation, and regarding the increase in value as 
profit available for dividend. In both cases the increase 
in value was set off against prior losses and, even if the 
assets had not been revalued, it would have been legal 
to declare dividends out of current profits, without first 
making good the losses that had been sustained in the past. 

The legal position is, therefore, in doubt but it is 
submitted that to regard profits earned prior to the 


‘adoption of a contract as being available for dividend 


is to take a very grave risk of having to refund the 
amount in the event of the company’s not proving 
successful, y where goodwill has been acquired 

from the vendors, and paid for. 

Provision in Articles for Distribution of 
_ Interim Profits 

Companies have been registered with Articles of 
Association which expressly provide that such interim 
profits shall be régarded as available for dividend. In 
_ = of Trevor v. Whitworth (") the articles gave 
to purchase its own shares. This 
to be uliva vires, portion of the judgment 
voating! » The whole of the subscribed capital, unless 
diminished by expenditure upon the objects defined 
by the memorandum, shall remain available for the 


discharge of its liabilities.’ In the case of Towers v. . 


African Tug Co, (**) it was held that “ A shareholder 
in a limited company who has, with full knowledge 
of the facts, himself received ag he cae ese 
an ulira vires act commenitted by She Shestere—soeh 

(8) 1889, 2 Ch. I. 26. 
9) 1892, 2 Ch. 1 
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payment of a dividend out of capital—and who still 
retains the money, cannot either individually or as suing 
on behalf of the general body of shareholders, maintain 
an action against those directors.” 

It seems, therefore, that, while such a clause in the 
articles would be binding upon a shareholder, it would 
nevertheless not preclude a liquidator from seeking to 
have a dividend refunded if it had been paid out of 
profits earned prior to the adoption of the vendor’s 
agreement, provided the company was unable to pay 
its debts. ‘ 

In conclusion it is impossible to disregard a passage 
in Palmer’s Company Precedents (}*) which reads : 

- “Where a business is purchased it is very common to 
make the purchase from a past date (e.g., the date of 
the last balance sheet, made, perhaps, some months 
previously): the desire being that the company shall 
take the profits as from that date, and be able to declare 
dividends as if it had carried on business from that date. 
There is, however, serious difficulty in giving effect to 
such desire, for the interim profits, when acquired, 
represent so much capital expended by the company, 
and therefore constitute part of the capital assets of the 
company, and to apply the same in paying dividend 
would be to pay a dividend out of capital, for the amount 
of which the directors would be personally responsible. 

‘* Sometimes the interim profits are excepted, e.g., by 
inserting a clause expressly providing that ‘ there shall 
be excepted from the sale the profits of the business 
made between August 30 last and the date hereof.’ 
Of course, there is nothing to prevent the vendor, when 
profits are so excepted, from (subsequently to the 
agreement) assigning the same to the company by way 
of donation, on the footing that they are to be placed to 
the credit of the first year’s profit and loss account, or 
to reserve. And this has sometimes been done. 

“‘Sometimes it is provided that the purchase price 
shall be taken as ting the value of the business 
‘as at August 30 last’ and that nothing is to be added 
in respect of any profit made since that date. This will, 
it is conceived, enable the profits since August 30 to 
be included in the profits for the succeeding financial 
“year, provided there is no depreciation of capital values 
in the year.” ; 


(13) 15th Edn., p. 328. 


Reflections on 


(CONTRIBUTED. ] 


Comparable only with the noise and fury aroused 
by the nationalisation proposals themselves, the 
storm generated by the terms of compensation has, 
for the moment at least, subsided. It is interesting 
to consider the proposed terms and to ask what other 
policy the Government might reasonably have 
adopted. 

The Trades Union Congress had already in 1931 
stated its belief that expropriation was undesirable 
and that a fair price, based on the reasonable net 
revenue which could probably be maintained over 
a period of years, should be paid, and this view was 
reiterated by the T.U.C. more recently. What other 
methods of compensation might have been adopted ? 
The compensation could be the value of the physical 
assets on a going-concern basis ; it could be computed 
on Stock Exchange quotations; or it could be on 
the basis of a hypothetical sale between a willing 
buyer and seller in the open market of the whole 
industry, i.e.,a globalsum. 
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_ Conclusion 

If the interim pro: 
means, in effect, that the purchase price stipulated in 
the contract must be increased by the interim profits, 
when it has been possible to ascertain their amount. 
If such amount is subsequently refunded to the company 
there is no doubt that it would be a profit available 
for dividend, provided such refund were made by the 
vendor entirely voluntarily, and not in pursuance of 
some contractual obligation, verbal or written. If on 
the other hand the refund is. made as a result of a 
prior understanding between the parties, even if the 
vendor’s agreement makes no mention of the refund, 
it is suggested that the true meaning of the contract 
is that the purchase consideration is the amount stipu- 
lated without including the amount of the profits. It 
is suggested that this is the meaning of the words 
“ subsequently to the agreement ’”’ and that it would, 
therefore, be extremely dangerous to regard a con- 
tractual refund made by a vendor as profit available 
for dividend. 

It is, however, contended, and with the greatest 
deference, that the conclusion reached in the final 
paragraph quoted is unsound, unless the legal position 
is that it is permissible to revalue assets and to regard 
any surplus as profit available for dividend. This view 
is not, however, apparently held by the authors, for 
they remark: ‘‘ Unrealised accretions to capital should, 
however, rarely, if ever, be distributed as dividend, as 
the legality of this course is not at all clear, and it is 
subject to the inevitable risk of the valuation proving 
mistaken, particularly where a temporary rise in value 
is taken to be permanent.” It is not as though the 
assets acquired by the company are those detailed in 
the vendor’s agreement and there are certain additional 
assets acquired for nothing. Many of the assets men- 
tioned in the agreement will have been disposed of by 
the vendors before the agreement is adopted. The 
purchase consideration paid must, therefore, be in 
respect of the assets actually taken over on the date 
the contract is ratified, and no profit can be made until 
the assets are sold, or possibly revalued in accordance 
with the principles outlined in the Midland Land 
Corporation and Spanish Prospecting Co., Lid., cases. 


at 


Compensation 
The terms actually put forward by the Government 
to date may be compared thus : 
Net maintainable revenue Bank of England and 
‘ Cable and Wireless. 
Stock Exchange quotations Railways and _ road 
transport, electricity 
(excluding Local 
Authority) under- 
s 


takings. 
Physical assets values: ... Road transport, railway 
Santeiily cans. 
marin y owned). 

Global sum cum net a , 

maintainable revenue... Collieries. - 

At first sight the above medley hardly suggests 
consistency, but on reflection it is clear that the 
Government has appreciated the fact that exactly 
similar methods cannot be applied to industries where 
conditions are so varied. In fact, Stock Exchange 
quotations have been used wherever they are obtain- 


fits are excepted from the sale it 
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able for the whole of the industry concerned, except 
in the case of Cable and Wireless, where special 
reasons, indicated below, make them inappropriate. 
But how far are the opponents of the terms justified 
in regarding them as unfair or confiscatory ? Let us 
examine first those proposals which have merited 
their general approval. Bank of England share- 
holders are to receive, for the next 20 years at least, 
the same income as they received in earlier years, 
and since the old stock was generally regarded as a 
gilt-edged security this seems reasonable. The fact 
that the undoubtedly substantial hidden reserves 
accrue to the State has not generally been regarded 
as indicating that the Government was unduly harsh, 
since it is highly improbable that stockholders would 
ever have received the reserves. The Cable and 
Wireless terms are to be settled by arbitration in the 
event of ultimate disagreement between the company 
and the Treasury; the arbitrators will have to 
ascertain the capitalised net maintainable revenue 
‘of the company ; it is this clause which has drawn 


so much approval from opponents of other bills. 


But there was a special reason for the basis adopted 
in this instance, namely, that any other basis, 
particularly that of Stock Exchange values, would 
have been inappropriate in the face of the fact that 
the company has been restricted by the Government 
since 1938 to a standard revenue of only 4 per cent. 
on capital (prior to that date the permissible return 
was 6 per cent.). This consideration does, indeed, 
create difficulties for the arbitrators and it will be 
particularly interesting to see just how they over- 
come the difficulty of deciding on the “ reasonable 
maintainable revenue” should they be called upon 
to arbitrate. On this question of the detailed methods 
adopted by Arbitration Tribunals it may be noted 
that the tribunal charged with the task of determining 
the global figure to be paid for the-assets of the coal 
industry produced no details as to how they arrived 
at their figure of £164,660,000. - 

The main controversy, centyes on. the method 
adopted for electricity and transport ufdertakings, 
i.e., Stock Exchange quotations. Mr. Ernest Davies 
contended in a pamphlet ‘‘ How Much Compensation,” 
published by the Fabian Society in 1937, that, ;* par- 
ticularly as regard ordinary. shares, the Stock Ex- 
change basis of valuation is based more on abstract 
speculation than true knowledge.’”’ The Council of the 
Stock Exchange has stated publicly that quotations 
are not directly related either to profits or assets and 
cannot form an equitable or rational basis for com- 
pensation. This statement has provoked some to 
ask—not unreasonably—what function it is that the 
Stock Exchange does in fact perform. The operative 
word in the Council’s statement is “ directly,” and 
one of the major indirect influences on prices has 
been the political threat of nationalisation. But in 
assessing the probable course of prices this factor is 
just another of the many unknowns ; it is difficult 
to see why it should be more difficult to discount than 
the likelihood of other changes in general economic 
conditions, e.g., a wage increase such as that recom- 
mended by the recent Tribunal on Railway wages. It 
is not suggested that the Stock Exchange quotation is 
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a perfect price, but the price at any given time fits 
into the general market price structure at that time, 
and holders, even though conscious of the nationali- 
sation, did not wish to switch holdings at that price, 
though they were free to do so. As to the contention 
that the security market has been “ rigged ’”’ by the 
Government, it might be answered that even railway 
equities participated in the general advance. Yet 
despite all the qualifications suggested, it is a pity 
a more precise standard of valuation could not be 
prescribed. The difficulty is to find such a standard. 
It has been demanded that the whole problem of 
compensation be referred to arbitration, but what 
precisely is expected from such a body? What 
would the tribunal know as to the future revenues of 
the undertakings, why x years and not y years 
capitalisation ? Sir D. Maxwell Fyffe stated 
the Transport debate in the House of Commons that 
it is nonsense to regard the task as an impossible 
one, that he has done it frequently in his professional 
career. With all to the eminent K.C., it is 
suggested what he has done is to bring together a 
willing buyer. and willing seller of an undertaking 
which will yield {x p.a. in the opinion of both buyer 
and seller, and that both parties are prepared to take 
the risk involved. Further, where a commercial 
business is concerned there is a generally accepted 


principle of a given number of years purchase of a © 


certain figure for goodwill, in short there are prece- 
dents recognised by the commercial community. 
What in the present instance the arbitrator would 
be asked to do is to compute the capitalised value of 
the probable return if the statutory monopoly were 
not in existence. As Professor Pigou points out, if 
the State buys out a monopoly at its market value, 
i.e., between willing buyer and seller, it will have to 
pay for the monopoly right, i.e., the right which it 
has itself granted. In the case of a statutory mono- 
poly, net maintainable revenue and value can mean 
nothing to an arbitrator—the result becomes purely 
and, simply a function of his own discretion. The 
Argentine railway companies have themselves re- 
jected it as a suitable basis for determining the 
division of the global compensation sum. | 

No.doubt the Government takes the view that 
where compensation has been paid on the basis.of 
an arbitrator’s award, the result has usually~ been 
that the State has suffered. Mr. Gordon in his book 
Public. Corporations, contended that the financial 
provisions of the 1933 Act creating the London 
Passenger Transport Board mortgaged all the purely 
economic advantages of the consolidation for the 
benefit of the stockholders. He described the terms 
to the Port of London Authority as extraordinarily 
generous and constituting an unwarranted burden 
on the Authority. Other commentators have passed 
similar strictures on the terms made with the railway 
stockholders in 1921, and with the Metropolitan 
Water Board. And the Government, viewing these 
‘instances as mistakes, probably considers that until 
there is a prospect that the same mistakes will not 
be made by a Tribunal it is better to avoid this 
method of assessment of compensation wherever 


possible. 
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The Finance Bill 


TAXATION 


Death Duties 

Legacy and succession duties are doubled in respect 
of deaths on or after April 16, 1947, or successions on 
or after that date, except on a legacy or succession 
given or created for public and charitable purposes ; 
on such bequests the old rates still apply. 

During the committee stage, drafting amendments 
were passed, to make it clear that the new rates will 
apply where duty becomes payable as a result of an 
event subsequent to the above date, even if the death 
was earlier, e.g., the exercise of a power of appointment 
or the death of a life tenant. 

It will be remembered that hitherto, if the unsettled 
property for estate duty purposes did not exceed £1,000, 
no legacy or succession duty was payable and marginal 
relief applied where the unsettled property was only 
slightly over £1,000 so that the duty could not exceed 
the excess. This is increased to £2,000. 

No legacy or succession duty is to be charged where 
the total benefit derived by a person from the testator, 
intestate or predecessor on the same death does not 
exceed £100, or where the total benefit of a child or 
widow of the testator, etc., does not exceed £2,000. 
The latter brings all children ‘into line. 

Marginal relief is introduced on the “ one per cent. ”’ 

category, so that where the property passing on the 
death (with certain exceptions) is only slightly over 
£15,000, or where the total benefit of the legates is 
only slightly over £2,000, the legacy duty will not 
exceed such excess. 

The effect of the increase in legacy duty may be 
most inequitable. Take the case of an annuity of £200 
to a stranger in blood : 


‘Annuity .. - =e ..- £200 0 0 
Less Income tax at 9/- . ind tm. cs ee 
£110 0 0 
Tax reclaimed on allowances : 
Personal £110 at 9/- . £4910 0 
Reduced rate S50at6/-... 15 0 0 
40 at3/-... 6 0 0 
70 10 0 
Total net income £180 10 0 
Age 30 40 50 
Value of annuity, ee to 
the tables... £3,288 £2,975 £2,485 
Legacy duty at 20 per cent. “en £657 £595 £497 
Payable in four omnes nanan 
ments of ... £164 £149 £124 
With an annuity of £300, the figures would be: _ 
Age 30 40 50 
Income ... £240 £240 £240 
Annual legacy duty (4 years) £246 £224 £186 


Territorial Army 

At the Report stage, a clause was introduced to 
exempt from income tax training expense allowances and 
bounties to members of reserve and auxiliary forces. 
Retirement and Other Benefits 

Five new clauses were introduced at the Report stage 
in replacement of those in the original bill, to rive effet 
.to criticisms raised. 

The new clauses deal with various schemes under 
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and with conditions of service under which a company 
has undertaken to provide benefits. 

In both cases, whether the benefits consist of non- 
taxable lump sums or of annuities or pensions convertible 
into non-taxable lump sums, or are wholly dispropor- 
tionate and in excess of what might be described as 
a reasonable pension, the amount paid by the employer 
is to be treated as income. If no amount is paid and 
payment is to be found out of the funds of the company, 
a notional figure will be attributed to the employee as 
taxable income during: the of his employment. 
The notional figure is the amount that would have to 
be paid to a third party to provide the benefit.. The 
following will be excepted : (a) statutory superannuation 
schemes; (b) schemes approved under Section 32, 
Finance Act, 1921; (c) schemes approved under the 
new clauses, Under (c) the Commissioners are to 
approve certain schemes where the amount is paid by 
the company for an annuity and certain requirements 
are satisfied; broadly speaking this means that they 
will approve a bona fide superannuation scheme. Where 
the employee is charged in respect of an assurance 
premium, he will get life assurance relief on it under 
the usual rules. 

Service while a controlling director is not to be taken 
into account in an approved scheme. 

Any scheme existing before April 6, 1944, where the 
main benefit to be provided is a life pension or annuity, 
is exempted. 

Small provident funds and endowment insurance 
schemes providing for small lump sum payments are 
also exempted. The limit is that the employer must 
not pay more than 10 per cent. of the employee’s 
remuneration to the fund or more than £100 whichever 
is less ; the employee’s salary must not exceed £2,000. 

If an employee is dismissed or can show that he will 
not get the benefit, he can reclaim tax. 

Employees abroad not assessable under Schedule E 
are left out of the new imposition. 

Existing schemes can be amended and, if approved, 
the approval dated back to April, 1947. The change 
must be made by April, 1948, but the Commissioners 
may extend the time. 


Day-time Courses for Accountancy 


Students in Leeds 

A full-time day course giving preparation for the Inter- 
mediate and Final examinations of the Society of Incorporated 
Accountants, the Institute of Chartered Accountants, and 
the Association of Certified and Corporate Accountants will 
begin on September 10 at the Leeds College of Commerce. 
The course is primarily intended for ex-Service men who 
are candidates for the 1948 examination, but the revision 
which will y the early part of the first term would be 
helpful to candidates proposing to sit in November, 1947. 
The Senior Lecturer in Accountancy is Mr. A. Piper, A.C.A. 
The sessional fee is twenty-four guineas, pa in three 
terminal instalments. 


Wear and Tear Rates 


An Incorporated Accountant in practice informs us that 
since the publication in our issue of May, 1947, of the 
schedule of wear and tear allowances approved by the Inland 
Revenue, the basic allowance on plant and machin for 
laundries has been increased from 7} per cent. to 10 per 
cent, This basic rate, which applies as from the financial 
year 1947-48, is, of course, subject to the additional allow- 
ance under Sub-sectioe 2 of Section 16 of the Income Tax 
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Taxation Notes 


Double Taxation 

Double taxation arran ts have been concluded 
with the following Colonies: British Guiana, Cyprus, 
Mauritius, Northern Rhodesia, Seychelles, and Trinidad. 
The arrangements, which have been published as 
schedules to draft Statutory Rules and Orders, follow 
the general pattern of the agreements previously made 
with the Dominions. 
Set Off 

A reader suggests that we were wrong in saying on 
page 100 of the May issue that a loss cannot be set 
against a Schedule E assessment under Rule 13 of the 


Rules of Cases I and II. He refers to Section 20, Finance - 


Act, 1941. : 

All that the section in question does-is to extend 
Rule 13 to Case II of Schedule D—professions and 
vocations. Prior to that section becOming law, Rule 13 
referred only to Case I (trades). Schedule E deals with 
employments and offices, not professions or vocations 
in the meaning of the Acts. 

P.A.Y.E.—Restriction of Earned Income Relief . 

The deduction in coding notices for “‘E.I.R. re- 
striction ”- is causing many queries from clients. 

This rises from the fact that the “free pay” in 
Table A of the Tax Tables takes earned income relief 
into account, as does the tax payable in Table B. The 
restriction is one-sixth of the excess of the pay over 
£1,500, but not exceeding one-sixth of the allowances 
on the coding notice. 

It can be shown to clients as follows : 

; Under the True 


: Bis Riss 
E.L.R. actually given o 
+ (£1,500+ ) vin tis ek 300 Max. 250 
1,700 1,750 
Allowances : 
Personal £180 
Children 120 
300 300 
Less E.1.R. restriction $ 50 
—_— 250 Ls 
Taxable income hes bes £1,450 £1,450 


The well-known concession whereby for the purposes 
of a Seetion 34 claim, unexhausted wear and tear 
allowances (not exceeding the allowance for the year 
of the claim) may be used to increase a loss or turn a 
profit into a loss, must be used with discretion. 

Illustration : 

Case I assessment 1946-47 = --- £700 
Less Wear and tear, 1946-47 ... £300 
Brought forward 750 ‘ihe 


Loss of year ended December 31, 1946 £500 
Add unexhausted wear and tear 

(limited to 1946-47 allowance) -- 300 

Available for Section 34 claim £800 


. The balance of wear and tear allowance (£50) is 
available to be carried forward. 


Before making the claim, it is essential to examine 


the effect on total income and allowances, sur-tax, etc. 


An anomaly arises where the wear. and tear is used 
to create a loss. 


Illustration : : 
Profit of year to December 31, 1946 ... £500 
Wear and tear of 1946-47 ‘or unex- 

hausted amount if less) bed con ' 0ae 


and tear of 1947-48 and any wear and tear from years 
prior to 1946-47. The set off of the 1946-47 allowance 
is deemed to exhaust it. 
The taxpayer therefore loses in the long run, as will 
be seen from the following comparison : 
Assessmen’ 


- 
- 


ended ore (= 

ae 31 ake 
Nil £700 

1946 fe ions 500 650 Nil £500 
500 1,350 . 


1947 +2,000 1948-49 2,000 600+850 £550 2,000 6004150 1,260 
Tax paid on ... ian £550 £1,060 


Logically, the wear and tear of 1946-47 should be 
regarded as “ wiping out” the profit to the extent of 
£500, and only used for Section 34 to the extent of 
£200, making the 1947-48 assessment mil, and that for 
1948-49 {£2,000 less wear and tear £650+ 600, net 
£750. Tax would then be paid on £550 in the long run. 
A further example : 

A somewhat similar position arises where the strict 
Section 34 method is used, instead of the concessional 
one of regarding the loss’ of the accounting period as 
being that of the year of assessment. 


Loss on (usual) 
Year to Profit (+) Loss on concessional 
Dec. 31 orloss(—) Assessment “ strict " basis basis 
- 1945 jag 600 1946-47 £600 
1946 —1,000 1947-48 Nil 1946-47 — #x£1,000 1946-47 ~ £1,000 
+4x£700—= — vid 
Lea — xl, 
to 
1947 +700 1948-49 700 Net assessment 1948- 
ay £700—£250 
Assuming Section 34 claims in 1946-47, the effect is : 
On strict basis: Relief in 1946-47 on o. £975 
Pay in 1948-49 on ... io. an 
Net — £125 


On concessional basis : Relief in 1946-47 on £1,000 
Pay in 1948-49 on... 700 


Net — £300 


The difference is, of course, the amount of the loss 
used to off-set the t from January 1 to April 5, 
1947, ie., }x £700=£175. 

A third illustration. In certain cases, it is permissible 


Illustration 
Yearto ~ Normal Assessments 
June 30 
1942 Profit 1943-44 red 
1943 - 1944-45 ,000 
1944 Loss 1,700 1945-46 Nil 
1945 Profit 1946-47 + £1,700 Nil 
1946 - 1947-48 + 800 Nil 
1947 ” 1,100 +£1,100— 200 . £900 
£2,700 £2,700 
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Loss £200 4 
A Section 34 claim will be admitted on £200, but the | 
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to ante-date a loss for the purposes of Section 33, Finance 
Act, 1926. Relief may be claimed for the year of f 
assessment in which the trading year begins, the number it 
of years for which the loss can be carried forward being ; 
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If a Section 34 claim was made, and total income was 
sufficient, relief would be given in 1944-45 on the loss. 


Concessional ante-dating of loss : 
1943-44 4x £1,000 nae ‘nie 
#x £1,700 (loss). _—_..... - 

Loss 


Set against 1943-44 " assess- 
ment (S. 34) ong 


iciiaeiliasa 


=+ £250 
1,275 


1,025 


£225 
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1944-45 4x{£1,700 loss 
7 3 x {900 i 


675 
Profit ... -. 250 

(No loss under Section 34.) 
Assessment... ie 1,000 
Less loss brought forward.. 225 
£175 


Total assessed (net) £775+900+600+ 1, 100={3, = £3,375, 
being more than the profits by £675.. 
(This is made up of the } x £1,000 and } x 1,700.) 


* 


Recent Tax Cases 
By W. B. COWCHER, 0O.B.E., B.Litt., Barrister-at-Law 


Income-Tax—Charity—Trust for establishing. and main- 
taining an institute and meeting place in London for the 
benefit of Welsh people with a view to promoting the moral, 
social, spiritual and educational welfare of Welsh people, 
and fostering the study of Welsh language, history, liter- 
ature, music and art—Rents of settled properties—Use of 
premises by Young Wales Association (London), Lid 

a company limited by guarantee but not formed for charitable 
purposes—Rents applied to purposes of Institute—Whether 
charitable trust—Whether rents applied for charitable 
purposes only—Income Tax Act, 1918, Section 37 (1) (a). 


Trustees of Sir Howell Jones Williams’ Trust v. C.I.R. 
(House of Lords, March 21, 1947, T.R. 101) was noted in 
our issues of September, 1944 and October, 1945. In 
the House of Lords the decisions of the Special Com- 
missioners and of the lower Courts were unanimously 
affirmed. Lord Simonds gave the only extended judg- 
ment, one which Lord Simon described as exhaustive. 

The Special Commissioners, whilst conceding that 
certain features of the institute created under the trust 
deed conformed to the idea of charity, held that they 
were not so dominant nor the general character of the 
institute such as effectively to distinguish it from an 
ordinary social club. were, therefore, unable to 
say it was established for charitable purposes only. 
This finding was obviously open to criticism in that it 
merged into one the two tests imposed by Section 37 
of the Income Tax Act, 1918, viz., (2) whether the trust 
property was vested in the trustees for charitable pur- 
poses and (b) whether the rents were appliéd for charit- 
able purposes only, Lord Simonds said that he could not 
entertain any doubt that upon the facts stated ‘im the 
case, the Special Commissioners could not have come to 
any other conclusion but that the rents in question were 
not applied for charitable purposes only. Having said 
so much, the case was apparently finished; but he 
considered it right to examine the question whether, 
irrespective of the application of the income, the trust 
property itself was vested in the trustees “ for charitable 
purposes only ’—the ‘“‘only”’ being conceded by the 
appellants as necessarily understood. He said that there 
were two propositions which must ever be borne in mind 
in any case in which the question was whether a trust 
was charitable. The first was whether it was within the 
spirit and intention of the preamble to the Statute of 
Elizabeth expressly preserved by Section 13 (2) of the 
Mortmain and Charitable Uses Act, 1888. The second 
was that the classification of charity in its legal sense 
into four principal*divisions by Lord hten in 
Special Commissioners v. Pemsel ((1891), A.C. 531 ; 3 T.C. 

must always be read subject to the qualification 
appearing in the judgment of Lindley, L.J., in In re 
Macduff (1896, 2 Ch. 451) and expanded by Lord Cave 


in A -General v. National Provincial Bank ((1924) 
A.C. 262). Lord Simonds then proceeded to show the 
application of the two propositions to selected cases ; 
but the reader is likely to be struck by the observation 
of Lord Normand, who, whilst agreeing with Lord 
Simonds, declared : 

“ Yet the line between charitable and not charit- 
able trusts is sometimes difficult to draw, even 
when correct principles are applied, particularly 
where the claim is made that the trust is charitable 
because its purpose is the furtherance of the moral 
improvement of the community.” 


He gave as an illustration C.J.R. v. Falkirk Tem- 
perance Café Trusts (1927, 6 A.T.C. 312, 11 T.C. 353), 
a case where all four Scottish judges were agreed that 
the trust was within the exemption. The difficulty is, 
as pointed out by Lord Simonds, that there is not one 
line, but ‘‘ two lines of authorities which are apt to 
converge and cross each other,’’ and, despite the present 
case, this difficulty persists. 


E.P.T.—Com of capital—Deduction of debts— 
Products supplied at fixed prices to customers for incor- 
poration in aircraft supplied to ‘Ministry of Aitvroraft 
Production—Agreement for veduction of prices with 
retrospective effect—Large repayment to Ministry— 
Whether amounts ‘repaid should constitute debts deductible 
in computing capital employed during to which 


repayments le—Finance (No. 2) Act,'1939;:Schedule 
VII, Part II, paragraphs 2 (1) 4—F.A., 1940, Section 
34 (4). 


 CILR. v. Northern Aluminium Co., Lid. (House of 
Lords, March 31, 1947, T.R. 121), was noted in our 
issues of March and May, 1946. Supplementing the 
information contained in the heading, upon October 12, 
1942, an agreement was entered into between the Ministry 
and the association of which the Company was a member 
whereby prices were regulated for the years 1941, 1942 
and 1943. Asa result, the profits of the company for the 
calendar year 1941, calculated for E.P.T., were reduced 
by £2,743,469, which was repaid to the Ministry late in 
1943. This reduction in profits was referable to the 
trading year 1941; and, following the old E.P.D. case 
of Isaac Holden & Sons, Lid. v. C.I.R. (1924, 3 A.T.C. 
633, 12 T.C. 768), the accounts for tax purposes were 
re-opened and revised profits figures giving effect to the 
reduction substituted. For the Crown, however, it was 
contended that as the correction in the profits figures © 
had been made tively, the amount refunded 
must be regarded as a debt and the company must 
submit to a revised capital computation for 1941 with 
the result that the standard profits for the year would be 
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greatly reduced. The Special Commissioners and 
Macnaghten, J., had found in favour of the Crown; 
but the Court of Appeal had reversed their decision. 
In the House of Lords, the decision of the Court of 
Appeal was unanimously affirmed. Lord Simon gave 
the only judgment. , 

In effect, he endorsed the view of Lord Greene, M.R.., 
in the Court of Appeal to the effect that the only debts 
to be deducted in computing capital for E.P.T. purposes 
were real debts and the amount subsequently repaid 
to the Ministry was not a real debt in 1941. Finally, 
he referred to paragraph 4 of Part II of the 7th Schedule, 
Finance (No. 2) Act, 1939, which says that, ‘‘ except 
so far as, the contrary is shown,” in computing the 
average capital during any period anges or losses made 
in the period are to be deemed : 


“‘(a) to have accrued at an even rate throughout the 


period; and 
“‘ (6) to have resulted, as they accrued, in a corres- 
ponding increase or decrease ...in the 
capital... .” 
and he observed : 


“ That paragraph does, indeed, imply that profits 
or losses made in a chargeable accounting period 
may affect the calculation of the average capital 
employed in that period. But the important 
words are ‘ except so far as the contrary is shown’ ” ; 

and he held that the contrary was shown. (The italics 
are the present writer’s.) 

In the absence of the Commissioners’ case, comment 
is difficult. The decision in the Isaac Holden case was 
that where, following negotiations, there was com- 
mission paid in a later year in respect of an earlier year’s 
transactions, the profits of the earlier year were to be 
increased by the payments, and, by analogy, the profits 
of the present company for 1941 were conceded to be 
reduced by the subsequent refund to the Ministry. 
In these circumstances, one would have thought that, 
in any event, the capital of the company as o 
computed would have been reduced by one-half of the 
£2,743,469 ; and it is not clear whether the Revenues’ 
claim to deduct the whole amount as a “ debt ’”’ was in 
addition to or in substitution of the half. Lord Simon’s 
remarks upon “‘ except so far as the contrary is shown,” 
make these words to apply not only to the question 
whether profits and losses are to be deemed to accrue 
at an even rate, but to whether any increase or decrease 
in capitals to be deemed to hove. remitep from such 
profits and losses at all. 


Income-tax—Company incorporated in Australia as an 
investment company—Purchase of mining rights in large 
number of abandoned gold mines—Formation of 31 
companies in West Australia and sale to them of the rights 
for, in all, 3,500,000 shares of {1 fully paid—No other 
shaves issued by the nies—Formation of seven 
English companies and sale to them of all the said shares, 
for cash, shaves and options on shares in the purchasing 
companies—Whether difference between original cost of 
mining rights and ultimate realisation taxable—What the 
cost of the acquisition of the shares sold—I.T.A., 1918, 
Schedule D, Case I. 


hy v. Australian Machinery and Investment Co., 
Lid. (K.B.D., March 31, 1947, T.R. 137), arose out of a 
type of mining finance which was once very prevalent 
in connection with West Australia. The main facts 
are set out in the heading, but the figures were remarkable. 
The respondent company had paid £118,921 for the 
rights sold to the thirty-one Australian companies and 
the latter had resold them to the seven English com- 
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panies for a consideration which amounted to £1,500,000 
in cash. The moving spirit throughout was a Mr. 
Bernales, who, in 1932, was appointed attorney in the 
U.K. in the name and on behalf of the respondent 
company. ' Assessments were made upon the latter in 
the name of Bernales as agent for the years 1932-33, 
1933-34, 1934-35, 1935-36, 1936-37, aggregating approxi- 
mately £1,419,000, the basis being the difference 
between the cost of the mining rights to the respondent 
and the £1,500,000 realised. The General Commissioners 
had discharged the assessments on appeal, but Atkinson, 
J., reversed their decision. 

His judgment was nothing if not caustic. He said 
that the first step was to create more or less fictitious 
purchasers of the shares. The thirty-one companies 
had not 6d. between them and had no intention of 
touching the mines. Their only assets were the mines, 
and the value of the £3,500,000 in shares received was 
that of the mines. Each share had cost the respondent 
an average of about 8d. He said that Gold Coast Selection 
Trust, Lid. v. Humphrey, noted in our issue of October, 
1946, was similar, but genuine, and after analysing the 
judgment of Wrottesley, J., held that the value of the 
shares for present purposes was the value of the mines, 
the only asset of the thirty-one companies. The General 
Commissioners had put this value at par with the result 
that there was a loss on their sale of 2,000,000! They 
had, he thought, misunderstood the Zevo Finance 
Company case (1944, 1 All E.R. “742, 25 A.T.C. 144), 
noted in our issue of September, 1944. He concluded 
by saying that there might have been a rise in value of 
the mines between the dates of acquisition and their 
sale in 1932, and remitted the case to the General 
Commissioners. The assessments were to stand 
unless ae could show an increase and the extent 

The possibilities of the Zevo Finance Company decision 
were suggested in the writer’s note thereon; and the 
Commissioners can, he thinks, be excused if they mis- 


understood it. The case will, no doubt, go further unless’ 


abandoned for special reasons. 


Shorter Notices 


E.P. f, —Income-tax—Successful against direction 
under Section 35 of F.A., 1941—Whether costs deductible 
in computing profits. 

Rushden Heel Co., Lid. v. C.I.R. (C.A., April 2, 1947, 
T.R. 165) was noted in our issue of March last. The 
decision of Atkinson, J., in favour of the company was 
reversed by a unanimous Court of Appeal. There would 
seem to be nothing novel in the judgments except that 
Morton, L.J., got counsel for the company to admit that, 

y; the same result—ie. ., admissibility—would 


follow whether the taxpayer was ultimately successful 


or otherwise, a point made in the previous note on this 
case. Leave to appeal to the House of Lords was given. 


Sur-tax—Undistributed income of investment 


F.A., 1938, Sections 38, 41 (4) (6)—Finance Act, 1939, 
Section 15. 

C.I.R. v. Langrange Trust and Investment Company 
(House of Lords, 1947, T.R. 127), was noted in our issues 
of March, 1943, and April, 1944. The House of Lords 
had remitted the case to the Special Commissioners for 


case was substanti po Sn ay bo Rey ’s 
in C.I.R. v. L.B. (Holdings), Lid. (1946, 1 All E.R. 598 ; 
25 A.T.C. 18). They, therefore, allowed the Crown's 
appeal and restored the judgment of Wrottesley, J. 
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The Month in the City 


FINANCE 


Cheap Money in Retreat 

According to the indices of The Financial Times, 
fixed interest prices fell 2.6 points to 141.6 and indus- 
trial ordinary shares by 2.0 points to 133.6 in the month 
ended July 15. The fall in the Funds was actually well 
over 1 per cent. and that in the irredeemables over 
two points. At the worst the losses in this section were 
appreciably more severe but the Government has sup- 
ported the market, both by direct buying on the floor 
of the house and by bidding very attractive prices to the 
banks for the maturing 3 per cent. Conversion loan. 
Whether by previous arrangement or not, these sales 
have been accompanied by immediate re-investment. 

The signal for at least one of the breaks in this market 
was the offer of {32,000,000 Southern Rhodesia 2$ per 
cent. stock 1965-70 at 99. Part was a conversion offer 
and part new money. At the prices ruling before the 
announcement, the stock looked very attractive, but it 
produced a slump in the Funds and in the event 83 
per cent. of the total amount was left with the under- 
writers and the price went to 1{ discount in 48 hours. 
This result has not prevented the Treasury from offering 
identical conversion terms for a maturing Kenya stock, 
nor from offering £5 million of North of Scotland Elec- 
tricity 24 per cent. stock 1967-72 at par, terms which 
the market considers ludicrous. Further, Leicester 
Corporation is offering a stock with a life only two years 
less also at par. These terms are identical with those 
of the last preceding gr amr yay offer except that the 
life of the stock now offered is five years less. This 
certainly amounts to an admission of a retreat but the 
terms are still not sufficiently attractive to be really 
interesting. None of these issues is underwritten and it 
is very probable that despite the Government guarantee 


on the Electricity stock, none of them will be fully taken 


up. If these offers are steps in a war of nerves they are 
such as are no longer likely to have a decisive effect. 


Gambling on Marshall 

One might have supposed that a definite break in the 
Funds, accompanied by such dismal events as the debate 
on the balance of payments, would have resulted in a 
very sharp fall in industrial equities. As already shown, 
the fall is actually less than that in fixed interest stocks 


“and on this comparison the strength of ordinary shares 


owes little or nothing to higher dividends. What is the 
explanation ? Admittedly it is difficult to find an ade- 
quate one, but it is possible to indicate several factors 
each of which has played some part. Possibly the most 


“important of these is concerned with the attitude of the 


Cabinet itself. Mr. Morrison and Mr. Dalton are 
pessimism itself, but Mr. Strachey and Mr. Bevin seem 
quite optimistic. And anyhow—or so argues the 
investor—it is the business of the Cabinet to take the 
necessary action and as it is doing next to nothing about 
it—so far as the man in the street can see—is this not 
just another scare? This sort of thing just does not 
happen to Britain, whatever may be the fate of other 
peoples. Many people are only too ready to be con- 
vinced by such a line of ‘“argument.” 

Another factor which has more weight among members 
of the stock exchanges and professional operators is a 
growing belief that the budget surplus will prove com- 
pletely bogus; that we are in for a fresh bout of in- 
flation—witness the new demands for wage increases— 
and that there is still a possibility that the Chancellor 
will push the rate of interest back to 2} per cent., at 
whatever cost in further distortions of the economy. 
No considerable body of people takes any notice of the 
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growing demand from instructed quarters for a really 
deflationary policy, and very few take at all seriously 
the dangers which will be upon us, # large-scale American 
assistance is not quickly forthcoming. Even fewer 
seem to be aware that the sellers’ market is passing and 
that, in anything but the quite short run, nothing but 
plentiful production at competitive prices can ensure to 
this country the maintenance of even the present rather 
depressed standard of living. 


The Fifteenth of July 

July 15 has come and gone and sterling ‘currently 
acquired is now a freely convertible currency. That is 
to say, the requirements of the American loan agreement 
have been complied with except as concerns a dozen 
or so countries. These include countries which are so 
politically disturbed—India is temporarily in that con- 
dition—that no negotiations can be completed and 
others which have no normal trading relations. For 
the rest, we have played our part and it remains to be 
seen what the result will be, Actually full convertibility 
has been gradually creeping in for many months past — 
and what really remained to be done, except for tidying 
up a few loose ends, was to settle the questions arising 
out of the old accumulation of sterling balances, for 
under the agreement such of these as are released for 
expenditure have also to be freely convertible. 

We have reached long-term settlements with Argen- 
tina, Uruguay and Brazil. Purely temporary arrange- 
ments have been made with India and Egypt. The 
gentlemen’s agreement with the Dominions will con- 
tinue to work as in the past—but presumably with a 
rather greater consideration before spending large sums— 
and it is understood that no problem will arise as regards 
Eire. That is to say, substantially, the sterling balance 
problem remains to be faced. There is a disposition to 
believe that they will never be paid, but it may be the 
case that we shall have to attempt some substantial 
measure of payment in order to maintain our good name 
as a debtor, just as we had, American Agreement or no 
American Agreement, to make currently acquired sterling 
convertible if we wanted to retain, let alone rebuild, our 
position as a financial centre. 


Finance for Tinplate 

One of the events of the month has been the dis- 
closure of the scheme for financing the Steel Company of 
Wales, the concern which is to carry on the Ebbw Vale 
scheme of Richard Thomas and put British tinplate 
back on the map. In outline the scheme lays down that 
the constituent companies shall provide some {10,000,000 
in assets and £5,000,000 in cash while the Finarice 
Corporation for Industry will put up £35,000,000 in — 
3} per cent., later 3} per cent. Second Debentures, 
convertible in part into Ordinary and Preference shares 
in equal proportions. The public has just been asked to 
find £15,000,000 in five to ten year 3 per cent. First 
Mortgage Debenture stock, offered at par and redeem- 
able at 101. The net redemption yield, taking tax at 
the standard rate, is {1 16s. 9d. on repayment in five 
years, falling to {1 14s. 9d. in ten years. One would 
have said that this was sufficiently attractive were times — 


firm by the underwriters and the public has subscribed 
for only just over a further {4 million. Presumably, 
fears of nationalisation, but still more doubts as to the 
future of the rate of interest, account for this refusal to 


take what looks like a rather handsome return on a 
liquid securi One would have supposed that for the 
sur-tax payer it would be particularly attractive. _ 
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Points from Published 


. Accounts 


Automatic Telephone and Electric 

The 1946 activities of the Automatic Telephone and 
Electric Company were mainly devoted to the readjust- 
ment from wartime to peace, and the transition is 
reflected in a substantial decline in trading profit, from 
£808,227 to £247,335. With sales prices not yet finally 
agreed in respect of a considerable portion of the output, 
this figure. includes provisional adjustments relating to 
1946 and previous years. In addition, revenue pro- 
visions of £193,000 no longer required are credited to 
profit and loss, whereas a year ago such provisions 
represented a debit of £177,142. The profit and loss 
account displays the position very plainly, and it shows 
dividends from subsidiaries as a separate item of £11,040. 
The consolidated profit and loss account is drawn up 
with equal clarity ; it combines the results of the parent 
and ten subsidiaries, but dividends from the remaining 
subsidiary, Telephone and General Trust, are shown 
separately. This follows from the exclusion of the assets 
of this company from full consolidation : in the group 
balance sheet the holding in the trust is brought in at 
£138,207. This is described as being “at cost, less 
reserve’; but neither the cost figure nor the amount 
of the investment reserve is indicated, so that the chair- 
man’s observation that the ordinary capital of the trust 
is ‘“‘ backed by strong capital and revenue reserves ”’ is 
inconclusive as a guide to the worth of the investment. 
Further particulars might well have been provided. In 
a balance-sheet note the directors conform with the best 
accounting practice by giving their opinion that it 
would be misleading to include the accounts of the 
Telephone and General Trust in the consolidation, but 
that is only an added reason for providing shareholders 
with the information to enable them to judge the worth 
of the holding in the trust. In most other respects, the 
accounts are very, well devised, a particularly useful 
feature being that (a) freehold and leasehold property, 
(b), plant, machinery, fixtures and fittings, and (c) 


. patent rights and ‘goodwill are each shown at cost, with - 


the accumulated depreciation for each item then written 
off. Asset (a) stands at £494,081, against cost of £773,031; 
asset (c) at £254,484, against cost.of £734,044 ; and asset 
(d) at-£121,734, against cost of £646,768. Provision of 


£127; “for future tax liability is. given a separate. 


heastitg 0 on the liabilities side, but it is‘a. question whether 


023 entry described as “‘ provisions for Specific 


Nabditice and contingencies: (including taxation and 
“deéferréd répaits)**~grouped in current liabilities and 
provisions, could not with advantage be split up into its 
component parts. 


Pye 
In general, the directors of Pye have gone out of their 
way to furnish shareholders with a detailed statement 
' of affairs. In addition to consolidated accounts, there is 
a table of profits and dividends going back to 1929. 
But the profit and loss account is unnecessarily bald, 
the prime entry being a credit of £170,219 described as 
“ profit on trading, including adjustments of selling 
prices in previous years, dividends from an associated 
company and rents receivable, less provision for deferred 
repairs, Excess Profits Tax, and profits tax.”” It would 
' have been more helpful had the revenue attributable to 
previous years been disclosed separately and had the 
amount of the E.P.T. charge been indicated. In the 
consolidated balance sheet a total of £378,147 for fixed 
assets includes £24,050 for investments in associated 
companies, and {115,539 for goodwill. The balance is 


‘operated costing systems 
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spread over five items—freeholds, leaseholds, plant and 
machinery, tools and jigs, and fixtures and fittings— 
with the basis of valuation indicated in each instance, 
but without the gross cost and accumulated write-offs 
being shown. . 


- 


Publications 


Functional Cost Accounting in the Liverpool Gas 
Company. By Jj. E. Powers, F.C.W.A. (The 
Liverpool Gas Company. Price 10s. 6d.) 

As the title indicates, the book is a description of some 
of the costing and other methods in use at the Liverpool 
Gas Company ; a foreword by Mr. C. H. Leach, M.A., 
A.C.A., the General Manager and Secretary of the 
Company, states that the object is to make known the 
experience gained to anyone interested in this vital 
subject and its practical application. 

It is perhaps disappointing to find that functional 
costing, to which the American accountants have given 
no little consideration, has not been used to the ultimate 
conclusion, where it forms the basis of the financial 
accounts, but has only operated as a domestic tool. 
The book shows, however, that the author has a know- 
ledge of the essentials of functional costing, particularly 
in reference to the importance of co-ordinating personal 
responsibility with functional organisation—an essential 
feature of this type of costing, especially in larger 
undertakings. 

Although this more interesting aspect has not been 
dealt with so fully as the first glance at the title of the 
volume suggests, the book makes good reading. Costs, 
mechanisation, P.A.Y.E., wages, stores, invoicing, 
district work, transport, meters, appliances, and gas 
manufacture are among the chapter heads, and there is 
much other useful information and good advice about 
the installation and operation of costing systems, 
particularly in the utilisation of the cost returns as 
instruments of management. . 

Being based on practical experience, the contents of 
the book have the merit of having been tried out, and 
the practical use of this is evidenced in the fact that 
certain weekly cost tabulations are entered by hand 
instead of machines—an example of sane mechanisation. 

‘For many years past the larger gas companies have 
in agreement with the final 
accounts and linked with padgotary Sond) and to these 
ufidertakings the book will prove useful than to the 
smaller ones which have no such system. To the aan 
the experience of the Liverpool ‘Company provides 


example and an incentive, and the diagrams and f 


contained in the book should en. to be of material 
assistance.—R. N. B. 


Some Legal Aspects of Charities. Issued by the 
Technical Research Committee of the Association 
of Certified and Corporate Accountants. (Fiscal 
Press, Ltd., London. Price 7s. 6d. net.) 

This book of 116 pages is the fruit of a useful piece of 
research and appears as the first of a series of studies 
to be published by the Association of Certified and 
Corporate Accountants. 

- Legal questions as to when a fund is or is not a charity 
have always been a matter of considerable inexactitude, 
and cases constantly come before the Courts for 
elucidation. The standard work on the subject is, of 
course, the bulky Tudor on Charities and the authors 
point out that the purport of their research was to 
supplement Tudor. 

The Committee decided to'review the legal aspect of 
charities with special reference to the Income Tax Acts. 
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The question whether a trust or body of persons 

or whether its income is applied, for charitable p Purpoee 
only, is important to determine in several sets 

. cumstances, mainly 

(1) Whether the “fund is liable to or exempt or entitled 

to relief from income tax ; 

(2) Whether a bequest or other gift has failed or fails 

by reason of its supposed charitable object. 

The Technical Research Committee have covered the 
ground thoroughly and their conclusions are set out in an 
ordered manner which should be of assistance to ac- 
countants and lawyers who deal with charitable bequests. 

The statutory definition of “ charities’’ under the 
statute of Elizabeth is set out and this is followed by an 
ordered summary of judicial pronouncements on the 
tests to be applied in considering whether charitable 
purposes are valid. Next come the general statutory 
provisions relating to exemption from income tax. The 
main part of the book is devoted to case law which is 
placed in two sections: (1) Tax cases; (2) Other cases. 
In each of these sections the Committee have succinctly 
summarised the facts of all the main cases concerned 
and they have also set out cogent remarks contained 
in various judgments. 

Appendices include four pages on covenanted sub- 
scriptions to charities and a note on the validity of 
charitable bequests, which contains a salutary warning 
to intending testators to avoid the use of vague ex- 
pressions such as “ benevolent,” “‘ public,” or ‘‘ philan- 
thropic ”’ in relation to the user of the funds bequeathed. 
So easily can the intentions of a testator be defeated 
by careless or inadvertent drafting that it is always 
desirable for him to obtain legal advice when he intends 
to make charitable bequests at all.—E. E. E. 


Further Education and Training Grants 


House of Commons 

Mr. King asked the Minister of Labour whether, in view 
of the continuing reductions in the period of service in the 
Armed Forces, it is proposed that grants for further education 
and training will be ted along existing lines. 

Mr. Isaacs: Men who begin their period of national 
service under the National Service Acts after September 
30, 1947, will not qualify for grants for full-timte courses 
of training for which awards are administered by the 
Education and Agricultural Departments. Financial as- 
sistance in the form of scholarships and bursaries is avail- 
able from public educational funds to enable suitably 
qualified persons to attend universities, technical colleges, 
agricultural colleges, etc. There will be a number of men in 
process of being called up on September 30 who cannot be 
enlisted by that date because of unavoidable delays in 
procedure and whom it would be unfair to exclude from 
eligibility on that account. Those men whose applications 
for deferment (in order to enable them to begin or continue 
courses of higher education in the autumn of 1947) are not 
decided by the Uni ity Joint Recruiting Boards in time 
to permit of the completion of medical examination and other 
preliminaries to enlistment by September 30, will not on 
that account be regarded as ineligible for an award on the 
completion of their service with the Forces. 

Awards for training which are at present administered 
by the Ministry of Labour and National Service, and for 
which comparable financial provision is not available, will 
continue to be made by that Ministry to those called up 
before January 1, 1949, subject to the following restrictions : 

(a) Awards will not be granted to applicants who 
could have obtained deferment of their calling up to 
enable them to complete their courses before beginning 
their national service, and 

(6) awards will be granted only to enable applicants 
vo daa: ovuatitcms tor tebeoniantion tr tok samara 
can w prevention or interru their calling up 
Se corandh Wik ho cade On callin ua eceliensl to cieinas 
from a part-time to a full-time course. 
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Facts and Figures and Fuel 


Figures “ talk” to accountants more clearly perhaps 
than to the members of any other calling, but they are 
by no means concerned with figures only—their interest 
is also in the facts behind the : 

Great Britain’s coal production in 1938 was 227,000,000 
tons, of which 48,500,000 tons was exported (including 
shipments to Northern Ireland and bunkers), leaving 
178,500,000 tons for home requirements. Further, there 
was a loss of output of over 31,000,000 tons due to 

“ want of trade.”” The number of men on colliery books 
was 782,000. 

Production in 1946 was 190,300,000 tons (including 
about 9,000,000 tons of opencast coal). Overseas ship- 
ments were 11,600,000 tons (again including shipments 
to Northern Ireland and bunkers), leaving about. 
178,700,000 tons for home use from current production. 
But consumption was 182,700,000 tons and supplies 
were maintained to this level only by reducing distri- 
buted stock by about 4,000,000 tons. The number of 
men on colliery books was down to 692,200 at the end 
of the year. 

The main factors are easily deduced—a heavy fall in 
production mainly due to decreased manpower and a 
rise in consumption which is not fully represented by 
the figures, since both domestic and industrial consumers 
had less coal than they required. Comparing the two 

there has been a considerable alteration in the 

distribution of the nation’s fuel. The amount of house - 
coal made available last year was barely 65 per cent. of 
the 1938 consumption; consumption in industry 
(including iron and steel and engineering) was only about 
2 per cent. higher than in 1938, but the railways had 
about 14 per cent. and the gasworks nearly 19 per cent. 
more, while the most spectacular change was in electricity 
generation, which consumed nearly 75 per cent. more 
coal in 1946 than in 1938. 

The long-term solution to our troubles is higher coal 
production. This depends on increased manpower, 


_improved organisation below ground and increased 


mechanisation. There have been two cheering signs in 
the past year—production has tended upwards since 


* mid-1946 and the flow of men from the industry has 


been definitely checked. In the first four months of 
this year there has been a net gain im manpower of 
20,000. Some ‘time must pass before the full benefit of 
this change will be reflected in higher output. 

To close the gap between production and consumption 
meantime, therefore, we must turn to savings in con- 
sumption. If we are to maintain and increase industrial 
activity, if we are to rebuild our war-battered, war- 
weary capital equipment (notably our generating 
stations, gasworks and railways) we must do everything 
possible to maintain fuel supplies to industry. 

This is behind the demand for domestic fuel saving, 
particularly in gas and electricity. 

Members of the accountancy profession will readily 
appreciate the basic economic realities. Their influence 
can do much to make the campaign effective. Many 
organisations are co-operating in the effort to make the 
nation fuel-conscious, and those who can think in terms 
of “‘ facts and figures” can give them most useful help. 

The influence of the accountant in business and 
industry is also very great; in this field the more 
efficient use of fuel offers great for recurring 
economies. The whole range of fuel i and fuel 
economy is one of peculiar interest to accountants, for 
it is reflected in almost every activity with which they 
are concerned—from simple cash accounting and costing 
to the broadest aspects of commercial and industrial 


policy. 
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= Legal: Notes. 


COMPANY LAW 


Company winding-up—Power to amalgamate—Failure of 
substratum. 

In Re Eastern Telegraph Co. Lid., (1947, 2 All E.R. 
104), Jenkins, J., decided an interesting point on a 
petition for compulsory winding-up of a company on 
the grounds that the substratum of the company had 
gone, etc. A company was incorporated in 1872, and 
in 1929 its authorised and issued share capital was {7 
million, comprising {2 million preference stock and {£5 
million ordinary stock. The objects were, inter alia, 
“ the acquiring of the undertakings, telegraph lines, etc. 
(of four companies) . . . the establishment of telegraph 
stations, and, generally, carrying on the business of a 
telegraph company; the subscribing for and acquiring 
shares of, or a ting with and sharing in the 
business or undertakings of, any other telegraph com- 
pany or companies.” In 1929 Cable & Wireless, Ltd., 
acquired the ordinary share capital of the company. 
At the end of that year Imperial & International 
Communications, Ltd., bought the whole of the com- 
pany’s physical assets for shares in Imperial & Inter- 
national Communications, Ltd. On November 6, 1946, 
the Cable and Wireless Act, 1946, became law, providing 
for the compulsory ag by the Treasury of the 
shares in Cable & Wireless, Ltd. Before the assessment 
and payment of compensation in respect of the com- 
pulsory transfer, the petition was brought by certain 
preference stockholders. 

Jenkins, J., held (i) on the true construction of the 
memorandum, the transaction in 1929 by which Imperial 
& International Communications, Ltd., acquired the 
company’s ordinary share capital, was an amalgamation 

-into which the company had power to enter; con- 
sequently the company had since continued to carry 
on one of the main forms of business authorised by the 
memorandum, because, although not operating a 
telegraph or cable business itself, it had participated, 
through the medium of its shareholding, in the proceeds 
of the operation of the business carried on by Cable & 
Wireless, Ltd. The reference in the memorandum to 
amalgamation did not contribute general words ancillary 
to the company’s main object, but comprised a specific 
object ranking on a par with all preceding objects. 

The case did not fall within the principle that, when 
the memorandum provides that the company has a 
specific main object followed by words, the 
general words should not be construed as enabling the 
company to renounce its main object and embark on 
some new venture. 

The Court also held, (ii) there had been no fai of 
the company’s contemplated objects ab initio, nor any 
suggestion that the directors should adventure the 
company’s money on some object not contemplated 
vhen the company was formed, nor any confiscation of 
the company’s property: The transfer to the Treasury 
of the shares in Cable & Wireless, Ltd., was a trans- 
action which the company was bound to carry out by 
the Act of 1946 ; that transaction was not yet complete, 
and in view of the desirability of having the directors act 
on behalf of the company in the matter of compensation, 
and the risk of detriment to the company’s foreign con- 

_ cessions if a winding-up order was made, it would not 

be just and equitable, although advantageous to the 

preference shareholders, for the company to be wound up 

immediately on the ground that its substratum was 

gone, for such a winding-up order would be premature. 
‘ 


EXECUTORSHIP LAW AND TRUSTS 
Will—Direction to accumulate—Capital of residuary 
estate 


In Re Oliver (1947, 2 All E.R. 162), Jenkins, J., had 
to construe a will which contained directions to accumu- 
late. By his will, made in 1909, the testator directed 
his trustees to hold his “ residuary trust fund ” (which 
he defined as consisting of “ the proceeds of sale and 
ready money remaining over after payment of his debts, 
funeral and testamentary expenses and pecuniary 
legacies given by the will) on trust to invest and out 
of the resulting income to pay certain annuities to his 
wife and daughter. Then he directed that as to any 
surplus income remaining over his trustees should 
during the life of his wife, or, if she survived him for 
more than 10 years, then for 21 years after his death, 
invest and accumulate the same and hold one equal 
third part of such surplus income and all investments 
and accumulations thereof upon the same ultimate 
trusts as were declared with reference to the capital 
of his residuary trust fund and as to the remaining two 
equal third parts of such surplus income and all invest- 
ments and accumulations thereof, his trustees should 
pay the same to his wife during her life. He directed 
that on the death of the widow, the residuary trust 
fund was to be divided in equal parts, in the events 
which had happened, on trust for two of his daughters. 
In February, 1909, the testator died. In 1931, on a 
summons taken out by the trustees, Maugham, J., held 
(i) that there was no intestacy with regard to the one 
third share of the surplus income and investments and 
accumulations, that the accumulations made in the 21 
years became capital for the em wee of the directions 
in the will, and that the surplus income became income 
for those p and immediately distributable as if 


the widow were not living ; (ii) that as regards the two | 


thirds share, the surplus income accruing after the 
period of accumulation and the income of the invest- 
ments representing the accumulations made during that 
period should be paid to the widow until her death. 
The widow died in April, 1946, and the question now 
to be determined was whether the accumulations of 
the two thirds parts of the surplus income made during 
the period of 21 years after the testator’s death were 
undisposed. of by the will or whether they passed under 
the testator’s directions. 
enkins, J., held that on the true construction of the 
ill, in view of the direction to accumulate, which 
showed an intention to capitalise the income accumu- 
lated, and the direction to divide the residuary estate 
on the death of the widow, the investments representing 
accumulation of surplus income of the two third parts 
were to be ‘held, on the death of the widow, as capital 
of the residuary trust fund under the will. 


City of London College 
Old Students’ Association 


The Old Students’ Association of the City of London 
College is resuming its pre-war activities, and is anxious 
to renew contact with all former students of the College. 
Owing to the destruction of the College during.the war, 
all records have been lost ; old students are, therefore, 
asked to communicate with the Chairman, O.S.A., City 


’ of London College, Moorgate, E.C.2. 
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Society of Incorporated Accountants 


COUNCIL MEETING 


TUESDAY, JULY 22, 1947 
Frederick Alban, C.B.E. (President), in the 


R. Matheson, M.A., 
Mr. erties Nelson, J.P., Mr. James Paterson, 
. F. A. Prior, Mr. R. E. Starkie, Mr. Percy Toothill, Mr. 
Richard A. Witty, Mr. F. Woolley, J.P., Mr. A. A. Garrett 
(Secretary), and Mr. I. A. F. Craig (Deputy Secretary). 
Apologies for non-attendance were received from Mr. A. 
Stuart Allen, Mr. Robert Bell, Mr. J. Paterson Brodie, Mr. 


HoNouRS AND APPOINTMENTS 
. The President extended the congratulations of the Council 
to Mr. R. Wilson Bartlett, J.P., upon his appointment as 
Deputy Lieutenant for the County of Monmouth. 

Mr. F. Woolley, immediate Past President, referred to the 
appointment by the Minister of Health of Sir Frederick Alban 
as Chairman of the Regional Hospital Board for Wales, and 
“ae ressed the good wishes of his colleagues to Sir Frederick. 

e Council were informed of the following appointments : 

As members of Regional Hospital Boards by the Minister 
of Health: Mr. F. Woolley, J.P., F.S.A.A. (South-West 
Metropolitan Area), Mr. W. Davies, C.B.E., J.P., 
F.S.A.A. (Manchester), Mr. V. W. Grosvenor, J.P., LL.B., 
F.S.A.A. (Birmingham). 

As a member of the Panel of Arbitrators appointed by the 
Lord Chancellor under the Coal Industry Nationalisation 
Act: Mr. R. E. Yeabsley, F.S.A.A., F.C.A. 

THe Late COLONEL WILLIAM PARKER 

The President moved that an expression of the sympathy 
of the Council be forwarded to the President and Council 
of the Chartered Institute of Secretaries on the 7 
death of Colone! William Parker, D.S.O., T.D., D.L., who 
President of that body in 1929-30 

Deputy SECRETARY AND ASSISTANT SECRETARY 

a, Council appointed Mr. I. A. F. Come O.B.E., B,A., 

as Deputy Secretary of the Society, and Mr .C. A. Evan- 
Jones, M.B.E., as peer emg 
PMENT COMMITTEE | 

On a report india Mt Claman, Ms Bertram Nelson, the © 
Council approved the following terms of reference to the 
Development Committee, which was set up in May, 1947: 

(i) To report to the Council or to Committees of the 
Council on any matters relating to the development 
of the work or membership of the Society, its Branches — 
and District Societies. 

(ii) To take action on matters remitted from the Council, 
and in particular to act as an Executive Committee 
in relation to courses for members. 

Mr. L. C. Hawkins had been appointed Vice-Chairman of 

this Committee. 


INCORPORATED ACCOUNTANTS’ CouRSE, CAMBRIDGE, 1947 
The Council received information of the arrangements 
made and of the facilities kindly afforded by King’s College, 
Cambridge. 
It was indicated that details of the programme, which 
included lectures by visitors and by members of the Society, 
had been published in ACCOUNTANCY. 


PuBLic ACCOUNTANTS BILL 
‘Mr. Richard A. Witty reported that the terms of this 
Bill had been approved by the Co-ordinating Committee, 
and had now been formally submitted to the Board of Trade. 


INTERNATIONAL CONGRESS ON MANAGEMENT, STOCKHOLM, 
Jury, 1947 
The Council recorded their thanks to Mr. R. E. Yeabsley, 
C.B.E., for having represented the Council at this Congress. 
DEATHS 
aa, report was received of the death of each of the following 
members 


Bott, William John Dujardin pet Cranleigh, 
Surrey. 

Brockes, Arthur Edward (Associate), London. 

Bupps, Hamilton Goodall (Associate), London. 

GamBLzEs, Gordon Julian Leslie (Associate), London. 

Hope, James (Associate), Bury. 

Hovsrton, William (Fellow), Glasgow. 

Kay, Thomas Edward (Associate), Southport. 

Lewis, Arthur Stanley (Associate), Rochdale. 

Mzap, Ernest Silas (Associate), Harrogate. 

Morcan, William Henry (Fellow), London. © 

Morton, William Henry (Associate), Edinburgh. 

PotwartH, John Bruce (Associate), London. 

RAYNE, Albert (Associate), Newcastle-upon-Tyne. 

TxHompson, H Lane (Associate), Sheffield. . 

_ Waltz, William Woodburn (Fellow), Barrow-in-Furness. 
WALL, Thomas Atkins (Associate), London. 
Warp, William Wyon (Associate), Paris. 
WHITEHOUSE, Arthur (Associate), Workington. 

RESIGNATIONS 
A report was received from the Examination and Member- 
ship Committee that the following resignations had been 


DicKson, George Rae (Associate), Great Ayton (from 


1, 194 
rire, Gare Harta (Associate), London (from January 


RESULTS OF EXAMINATIONS 
MAY, 1947 
Passed in Final 
Order of Merit — 
FICKLING, KENNETH HAYDEN, Clerk to Alban and Lamb, 
Cardiff. (First Certificate of Merit and Prize.) ' 
Alphabetical Order 
AITKEN, DoNALD WILFRED, formerly Clerk to Allen, Baldry, 
Holman and Best, London. 
ANNISON, JOHN HAROLD, Clerk to Slipper and Co., London. 
AsuTon, JAMES Cyrit, Clerk to Davey and Padget, Wake- 


Batcutn, JouN, Clerk to Simpson, Wreford and Co.; London. 


BaxTER, CHARLES WILLIAM, Gey Treaguays, Pepartment, 
“Worcester? * 


Biccs, Joun Fitz-NortTon, forimenty Clerk to ‘Keens, Shay, 
Keens and Co., Luton. 


Banks, CyRIL JOSEPH, Clerk to Chas. W. Rooke, Lane and 


Co., London. 


bd ee James, Clerk to Craig, Gardner and Co., 


BRoox, HaROLD ee Clerk a M. R. Cobbett and Co., 

Rortsmouth. 2 

Buneuss, GEOFFREY, Clerk to Percy. ‘Neocon, and Co., London. 

— a Joun, Clerk to Heal and Co., Chesham, 

uCcKS. 

BurRRELL, SYDNEY, Accountant’s Department, Urban District 
Council, Gainsborough. 

CHAITANYA, YEDAVALLI SRI KRisHNA, formerly Clerk to 
Sastri and Shah, Madras. 

CrarRK, HENRY WALKER, Clerk to W. T. Walton and Son, 
West Hartlepool. 

ery Fm Martin, Clerk to Wood and Radermacher, 
London 

Coup, WILFRED Epwarp, Clerk to Stanley Wallis and Co., 
Nottingham. 

DALLARD, JoHN Henry, Borough Treasurer's Department, 
Wolverhampton. 

Davies, Davip HywEL, Clerk to I. Wynn Llewelyn, Narberth. 

Dopp, Ceci, RaymMonp, Clerk to Kirkman, ing and 
Kay, Sheffield. 

Essery, Witt1am STANLEY, Deputy Treasurer, Urban 
District Council, Rhondda. 

Evans, HERBERT Ronatp, Clerk to Duncan, Watson and. 


Short, Liverpool. 
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chair, Mr. C. Percy Barrowcliff, Mr. R. Wilson Bartlett, 
D.L., J.P., Mr. R. M. Branson, Mr. E. Cassleton Elliott, 
: Mr. L. C. Hawkins, Mr. Walter Holman, ; Sir Thomas 
A. Hannah, Mr. T. Harold Platts, Mr. H. Smith, Mr. J. 
) Stephenson, O.B.E., and Mr. A. H. Walkey. 
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ForpHam, GzorGE, Treasurer, Urban District Council, 
Hazel Grove, Cheshire. 

GARDINER, GERALD, Treasurer, Sandown-Shanklin Urban 
District Council, Shanklin. 


GaRNETT, Ceci JoserH, Borough Treasurer's Department, 


Slough. 

Gipson, Lestiz Eric, Clerk to Ford, Rhodes, Williams and 
Co., London. 

GILLETT, Ropprick Epwarp Jamgs, Clerk to Rawlinson and 
Hunter, London. 

Ce SA POSRNN, Cieee te Hipoald W- Laghens ans Co. 

u 

GorDon, WILLIAM ERROL REDMILE, Clerk to Waterhouse and 
Francis, Bexhill-on-Sea. 

Hapaway, Eric AuBREY, Clerk to Kemp, Chatteris and Co., 


Hate, Harotp Sypnry, Clerk to Deloitte, Plender, Griffiths 
and Co., London. 
as BERTRAM, formerly Clerk to Angus, Lawrie and Co., 


Hatiimway, Maurice, Clerk to Thomas Bowden, Sons and 
Nephew, Newcastle-upon-Tyne. 

Harwoop, HERBERT Norton, formerly Clerk to Starkie and 
Naylor, Leeds. 

Haworth, WALTER, Treasurer, East Retford, Notts. 

HayYEs, Norman, Clerk to Thos. Hayes and Sons, Leeds. 

Hicks, CiiFForD Francis, Clerk to Walter Hunter, Bartlett 
and Co., N , Mon. 

to Peat, Marwick, Mitchell and Co., 


HuGcons, DENIS ArTHuR, Clerk to Nevill, Hovey, Gardner 
and Co., Hove. 
ee ROLAND James, City Treasurer’s Department, 


Hurst, JouN Gorvon, Clerk to Thomas May and Co., 
Jackson, KENNETH Victor, Clerk to H. A. F. Brookes, 
Liverpool. 


Lemon, GEORGE ARTHUR, Clerk to Muir and Addy, Belfast. 

LERMAN, ARTHUR MicHAkL, Clerk to F. A. Cawson, Webster 
and Co., Liv: 

Lewis, Dents HAROLD ANTHONY, Clerk to W. Vincent Vale 
and Co., Wolverhampton. 

Licat, HERBERT, Audit Department, Co-operative Wholesale 

, Limited, London. 

LoGan, Joun, Clerk to Cooper Brothers and Co., London. 

Mama, SorasB GusTaspP, formerly Clerk to Sorab S. Engineer 
and Co., Bombay. 

MANN, ‘Nozt Rosert, Clerk to Allen, Baldry, Holman and 
Best, London. 

Martin, WALTER WILFRED W1LL1Am, Treasurer's Depart- 
ment, Harrow Urban District Council, Stanmore, Middx. 

MASTERS, ALFRED SAMUBL, Clerk to.A. G. Sayers, Seaton and 
Butterworth, London. 

NeEtson, Jonny, Town Chamberlain’ 5 Department, Kil- 


marnock. 

NewMaN, Henry ERNEST, \Clerk to Fuller, Wise, Fisher and 
Co., London. 

NoweEL.t, WituiaM CLaytTon, Clerk to Nathaniel Duxbury, 
Son and Co., Blackburn. 

O’DonoGcuvuE, Donat Rory, Clerk to Magee, Woods and 

Owen, JAMES ARTHUR, formerly Clerk to Bourner, Bullock 
and Co., Leek. 


PEARSON, ANDREW SHaw, Clerk to W. J. Jackson (Allen, 
Baldry, Holman and Best), London. 

PrRocTER, JoHN, County Accountant’s Department, Durham. 

RAPHAEL, GEORGE Brian, Clerk to Lawther, Bass and Co., 


Rees, NorMan Epwarp, Clerk to Bradley, Slater and 
Ratcliffe, Bournemouth. 
Rosinson, RopERiIcK PETER, Clerk to Buckley, Hall, Devin 


Manchester. 
RusuTon, FRANK, Borough Treasurer’s t, Dudley. 
Sampson, Gites Tavsort, Clerk to L. F. Jones, New 
Milton, Hants. 
SavaGE, RicHarD James, Clerk to G. O. Boundy, Taunton. 
SEARLE, HERBERT jounss, Clerk to Over qnd Co., Woking. 


SwinmuRN, FRANK, Borough Treasurer's Department, 


TADVALKAR, Mapuav Kesnav, M.Sc., formerly Clerk to 
Dalal, Desai and Co., Bombay. 

Tuomas, Epwarp Giywn, Clerk to Kimpton, Holland and 
Co., Newport, Mon. 

Tuomas, Sitwyn, Clerk to Peat, Marwick, Mitchell and Co., 
London. 

Tuomas, Typwe Lewis, Clerk to J. Pearson-Griffiths, 


Cardiff. 
SRE ee es Senn ee, Seen NnD See 
THOMSON, JOSEPH JaMEs, City Treasurer's Department, 
Carlisle. 


Txomson, THomas Joun, Clerk to Deloitte, Plender, Griffiths 
and Co., London. 

TIETJEN, ERNEST FRANK, Clerk to Cooper and Cooper, 
London. 


Topp, Peter ALBAN, Clerk to Gilchrist, Tash, Wilson and 
Sansom, Middlesbrough. 

Tozz, CHARLES REGINALD RayMonp, Clerk to Rawlinson 
and Hunter, London. 

Tucker, Roy Tuomas Freperick, Clerk to Stanley F. 
Stephens and Co., London. 

TURNBULL, FREDERICK, Clerk to G. N. Randle and Co., 
Sunderland. 

Tyson, STEPHEN, Borough Treasurer’s it, Bootle. 

Vaze, NARHAR BHALCHANDRA, formerly to Dalal and 
Shah, Bombay. 

Waite, GEorRGE WILLIAM CHARLES, Clerk to Chas. W. 


WriGcHT, STANLEY GEORGE, Clerk to — Peet and Tilly, 
London. 
Summary of Final: 


Candidates Awarded Honours : 1 
Candidates 84 
Candidates 174 


Passed in Intermediate 
Order of Merit 
Dansury, Eric Joun, Clerk to Clarkson and Rumble, 
’ London. (First Place Certificate and Prize.) 
Alphabetical Order 

ALLEN, SAMUEL JAMgEs, Clerk to Atkinson and Boyd, Belfast. 
Aan Re AAD, Clerk to Hancock and Ashford, 

Sheffield 
Ayres, CLIFFORD KENNETH, Clerk to D. H. Husband, Cardiff. 
Baccott, Rosert Davin, Clerk to W. F. Atkinson, Sunder- 

land. * 


BasTIKAR, SHANKAR RAMKRISHNA, B.Com., Clerk to Dalal, 
Desal and Kumana, Bombay. . 

Basu, PRAPHULLA CHANDRA, B.A., formerly Clerk to Sur 
and Sen, Calcutta 

BLAKESLEY, JACK, Clerk to Oldfield, Austin apd Co., 
Leicester. 


Bates, JosepH Leste, Borough Treasurer’s Department, 
Keighley, Yorks. 

Bopget., Ernest HERBERT, Clerk to R. S. Baskin (Cooper 
and Kenny), Dublin. 


. Botton, STANLEY, Clerk to Chas. H. Munkman, Child and 


Co., Leeds. 

BootuMan, RicHarp, Clerk to J. H. Wi , Burnley. 

Caing, FREDERICK WILLIAM, Clerk to C uley (James 
- Todd and Co.), London. 

Carss, THOMAS FREDERICK, Clerk to A. W. Price, Rose and 
Smith, Newcastle-upon- “Tyne. 

Cosson, ALFRED FARLEY, Clerk to Wilson, Bigg & Co., 
London. 

Cox, Dovcras Aran, Clerk to Gladstone, Titley and Co., 
London. 


Coxon, ALBERT ARTHUR, Clerk to Major and Co., Birmingham. 
CREED, ALFRED HERBERT, Clerk to Calder-Marshall, Ibotson 
and Bound, London. 


Po ACCOUNTANCY . 191 
Smmpson, ALEXANDER COULTHARD, Clerk to Wheawill and 
Sudworth, Leeds. 
ee . 
Barnsley. 
Rooke, Lane and Co., London. 
Woopwarp, ALAN Josep, Clerk to Hayden Green, Williams 
ee : 
Belfast. 
; and Co., Leeds. 
ROTHWELL, James, Clerk to Robert Heatley and Co., 
ee 
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Datta, SACHINDRA, B.Com., formerly Clerk to D. P. 
Chatterjee and Co., Calcutta. 

Davipson, JAMES THompson, Clerk to Knill, Padgham and 
Grande, London. 

Davison, NoEL FRANK PERcIVAL, Comptroller’s Department, 
Metropolitan Water Board, London. 

Dawson, CHARLES HuGu, Clerk to R. V. Bartlett (Jones, 
Robathan, Thompson and Co.), Newport, Mon. . 

Draycott, Harry Hupson, Clerk to Camm, Metcalfe, Best 
and Co., Sheffield. 

Drewett, Muriet Jean, Clerk to Edmund D. White and 


OHN, Clerk to Broads, Paterson and Co., 


Epwarbs, RONALD ‘Frank, Clerk to Turquand, Youngs, 
McAuliffe and Co., London. 

Essex, ARTHUR CHRISTIAN, Clerk to H. G. Kingscott (Kings- 
cott, Dix and Co.), Evesham, Worcs. 

GREENWOOD, FRANK GoLDTHORP, Clerk to Charles L. 
Townend (Charles L. Townend and Co.), Halifax. 

Hancocks, Crecit Ernest, Clerk to G. O. Harrison (Geo. O. 
Harrison & Co.), Shrewsbury. 

HARGREAVES, JOHN, Clerk to H. A. Merchant and Co., 
London. 

HAWTHORNE, AUBREY CYRIL FITZGERALD, Clerk to Stewart 
Blacker, Quin, Knox and Co., Belfast. 

Hicks, WALTER Epwarp, Clerk to Cole, Dicken and Hills, 
London. 

HUNTINGFORD, DonaLp Roy, Clerk to Clark, Battams and 
Co., London. 

Hutcuincs, Doris Hitpa, Clerk to French, Duncan, Leeming 
and Co., London. 

Hyman, CyRIL, Clerk to V. D. Boorman (R. H. Munro and 
Co.), London. 

JAVERI, NARENDRA MANGALDAs, B.Com., Clerk to Arjun 
K. S. Aiyar (K. S. Aiyar and Co., Bombay. 

JouNsoN, pe Davison, Clerk to Franklin, Wild and 
Co., London. 

JONEs, Wiu1aM Peter, Clerk to Douglas H. Aris (Alfred 
Wright and Co.), Croydon. 

Jowett, GrorGcE, Clerk to H. Mitchell Firth (Firth, Parish 
and Clarke), Bradford. 

LakE, NorMAN, Borough Treasurer’s Department, West 
Hartlepool. 

LamBourn, Louis RENzE, formerly Clerk to Dunn, Hornby 
and Cowie, Nairobi. 

Leat, CHARLES ALFRED, Clerk to Eric Phillips and Co., 
London. wis 

a. haan Wizita, ‘Clerk to: ‘J. Nicholson and Co., 

co) 

Lovepay, CLiFFoRD Austin, Clerk to Peat, Marwick, 
Mitchell and Co,, Sheffield. 

McE.Roy, JoHN STANLEY, Clerk to J. S. White (Rawlinson, 
Allen & White), Sligo... 

McEvoy, Micuart FinTAtn, Clerk to Michael. K. Wallace, 
Limerick, 

Mappbox, Jonn, Clerk to R. Wilson Bartlett (Walter Hunter, 

_ .. Bartlett, Thomas and Co,), Newport, Mon. 

Marks, Brian, Clerk to F. V. Arnold (Carpenter, ‘Ammold 
and Turner), Brighton. 

Mitts, RayMOND FRANK, Clerk to Thornton and Thornton, 
Birmingham. 

MorGAN, REGINALD GEORGE, City Treasurer’s Department, 
Coventry. 

Morrison, WILLIAM STANLEY, Clerk to James Baird (James 
Baird and Co.), Belfast. 

Moss, W1rLt1aM Harry, Clerk to Alfred Neill and Co., London. 

MULLINGER, Basti REGINALD, Clerk to Pannell, Crewdson 
and Hardy, London. 

Myers, Ronatp Kerrn, Clerk to Gildon and French, 
Middlesbrough. 

NatH, NARENDRA, B.A., Clerk to R. N. Bhavnagri (S. B. 
Billimoria and Co. », Bombay. 

NeEsBITT, RoBERT STEWART, Clerk to Hill, Vellacott and 


Bailey, Belfast. 
O’ConnELL, Patrick Witttam, H.M. Inspector of Taxes, 
ees ng ng 
LearRY, JOHN Dec an, Clerk- to R. oO’ Leary (Stapleton 
and Co.), Cork. I ° 
O’SULLIVAN, JouNn Patrick, Clerk to W. A. Kenny (Purtill 
and.Co.), Dublin. 
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PENDRILL, JoSEPH WILLIAM, Finance Department, Middlesex 
County Council, London. 

Puitiipps, Harotp GEOFFREY, B.Com., Clerk to William 
E. Taffs (C. Hewetson Nelson, Robson and Co.), Liver- 


§ ? 

eee: BriAN VALENTINE, Borough Treasurer’s Depart- 
ment, Watford. 

RayYNER, Joun, Clerk to F. L. Gardiner (F. L. Gardiner and 
Co.), Scarborough. 

Rirey, Joun HarGreaves, Clerk to Proctor and Proctor, 
Burnley. 

SaLmon, Eric WALTER; Clerk to W. G. A. Russell and Co., 
Birmingham. 

SHAW, KENNETH STEPHENSON, Clerk to Horace B. Leah, 
Stockport. 

SINCLAIR, MARGARET, Clerk to Beatton, Hewson and Co., 
London. 

SMALLEY, RoBERT Wray, Clerk to Chalmers, Wade and Co., 
Weymouth. 

SmitH, FRANK SripNEy, Clerk to Merrett, Son and Street, 
London. 

Smitu, Henry WIt.1aM, Clerk to William S. Ogle and Co., 
London. 

St1LL, CLauDE Mixgs, Clerk to A. Clifford Towers (F. Roberts 
and Co.), Northampton. 

SWANGER, ALFRED ALBERT, Clerk to M. P. Simmons 
(Malpas, Simmons and Co.), Bournemouth. 

Tatum, Ernest ARTHUR, Clerk to James Worley and Sons, 
London. 

Towers, RayMonp, Clerk to W. H. Stables, Kendal. 

TRENGOVE, EDWARD ROBERT ARTHUR, County Treasurer’s 
Department, Cornwall County Council, Truro. 

TrRIPPIER, Roy Donovan, Clerk to Cosslett and Co., 
Manchester. 

WATERFALL, JAMES FREDERICK, Clerk to Saffery, Sons and 
Co., London. 

WHEELER, REGINALD WILFRED, Clerk to Daniel Mahony, 
Taylor and Co., London. 

WIJEYERATNE, CLEMENT JoszePpxH Bratsze, B.Sc.) formerly 
Clerk to G. M. Dandeker, Madras. 

Witpz, PETER GEOFFREY, Clerk to Charles A. J. Peplow 
(Peplow and Hooker), Newton Abbot. 

WiLit1aMs, EDWARD MovutspaLe Ray, Clerk to Arthur 
Hallett and Co., Wrexham. 

WRIGHT, GEORGE FREDERICK: HENRY, Clerk to Thorne, 
Lancaster and Co., London. 


Summary of Tutermedigte 
Candidates awarded Honours ie 
Candidates eae one 
Candidates Failed ose eee 


_ Passed in 


i ei ~»  »Alphabetical Order “oa? sit’ 
BEASLEY, PETER Tuomas, 39, Grovehall Drive, Leeds. 
Bonp, DEREK CHARLES, 30, uettes: Avenue, Warrester, 
Brown, DENNIS WILLIAM, Ye Olde Thatched Cottage, 190, 
Wickham Road, Shirley, Croydon, Surrey. 

CHEESMAN, FREDERICK KENNETH JOHN, 428, Garratt Lane, 
Earlsfield, London, S.W.18. 

Evans, DouGcias WILLIAM, 135, Kings Road, Kingstanding, 
Birmingham. 

HEARNSHAW, PETER JouN, 46, Sandhurst Avenue, Ward 
End, Birmingham. 

Henson, Davip ArtTHuR, 23, Lester Road, Poole, Dorset. 

HopceEs, WILLIAM RayYMonpD, 10, Chilton Grove, Mudford 
Road, Yeovil, Somerset. 

Laxton, GEORGE PercivaL, 51, Dennis Park Crescent, 
Wimbledon, London, S.W.20. 

LEONARD, JOHN ALoysius, c/o Mrs. K. O’Shea, Patrick 
Street, Mullingar, Eire. 

Morris, WiLt1aM Row -ett, 10, Albert Road, Sligo, Eire. 

Mvutrorp, ALAN TxHomas, 48, Juxon Street, Oxford. 

Papcet, PETER, 21, Ebenezer Place, Shalesmoor, Sheffield. 

PEDEN, JOSEPH GREER, Mosside, Hol , Belfast. 

Pizzey, DENNIS ALFRED, 33, Chestnut Avenue, Brentford, 
Middx. 


PRITCHARD, REGINALD ALFRED, 3, Ridgeway Street, Edge 
Hill, Liverpool. 
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a Pup, 58, Montague Road, Hendon, London, 

ROWLAND, MICHAEL, 107, Chester Road, Wrexham, N. Wales. 

SHEPPARD, RONALD ‘JAMES, 100, Amersham Vale, New Cross, 
London, S.E.14. 

SmiTH, TREVOR STANLEY, 157, Carlisle Street, Splott, Cardiff. 

STANTON, FRANCIs, 27, Denville Road, Preston, Lancs. 

STEELE, JOSEPH FREDERICK, 8, Upper Clara Crescent, Bloom- 
field, Belfast. 

WALKER, PETER FRANCIs, 11, Stonegate Farm Road, Mean- 
wood; Leeds. 

Winston, KENNETH, 15, Alun Road, Mayhill, Swansea. 

YouncG, RicHarp, 127, Hillman Street, 


“PK # raters 
Candidates Passed . es 
Candidates Failed ... 


Candidates sat 


. DISTRICT SOCIETIES AND 
BRANCHES 
SCOTTISH BRANCH 


Meeting of Scottish Council 

A meeting of the Council of the Scottish Institute of 
Accountants, the Scottish Branch of the Society, was held in 
Glasgow on July 2, 1947. Mr. D. R. Matheson, L1.B., presided 
and there was a good attendance of members. 

The secretary, Mr. James Paterson, reported with regret 
the deaths of Mr. William H. Morton, Associate, Edinburgh, 
and Mr. William Houston, Fellow, a member of the Council 
of the Scottish Branch. 

He also reported on a considerable number of enquiries and 
of applications to sit the Society’s Examinations and other 
matters of professional interest to Scottish members. 


IRISH BRANCH 
The forty-fourth annual general meeting of the Society of 
Incorporated Accountants.in Ireland was held in Dublin on 
June 6, the President, Mr. A. J. Walkey, F.S.A.A., being in 
the Chair. 
The report and accounts for the year ended March 31, 1947, 
were adopted. 
The total number of members in Ireland is now 240, and in 
addition there are 266 students. 
The deaths of Mr. A. O’Neill of pamectck, and Mr. E. C. 
Hitchmough of Cork, were noted with regre 
At the examinations of the Society held in ‘Dublin and 
Belfast in May and November, 1946, the number of candi- 
dates who presented themselves was 86, compared with 85 
in the previous year. At the Intermediate Examination in 
Novem c, Mr. Thomas Alexander Dunlop, of Dublin, was 
awarded Third Certificate, and the Sir James Martin 
Memorial pel Tee 3 
The report for the year 1946-47 refers to the many activities 
of the Society and of the Irish Council during the year, and 
ly to the annual dinnéet held in Dublin on January 3, 
1947, at which Mr. Sean Lemass, Minister for Industry and 
Commerce, was.the guest of honour. 
The members of the Council retiring by rotation were 
re-elected, and Mr. J. Stanley Lewis was elected to fill a 
on the Council. 

Mr. T. Condren Flinn, F.S.A.A., F.C.A., retired from the 
tac plan no Auditor after 25 years’ service. Mr. R. P. - 
was elected Hon. Auditor for the ensuing year. 

yy a Council meeting held subsequently the following 
officers were elected for the year 1947-48: President, Mr. 
Robert Bell, F.S.A.A., Belfast ; Vice-President, Mr. Mi 
Bell, F.S.A.A., Dublin; Hon. Treasurer, Mr. R. L. Reid, 
F.S.A.A., Dublin; Hon. Secretary, Mr. J. Love, F.S.A.A., 
34, Dame Street, Dublin. 

Dublin Students 

_ The twenty-second annual meeting of the Dublin Students’ 
Society was held on April 23. 

The foll officers and committee were elected: 
President, Mr. A. Kidney, A.S.A.A.; Vice-Presidents, 
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A. 
Mr. J. P. G. Coyle, ‘AS.A.A., and Mr. L. A. Mathews, A.S.A.A. ; 
» Mr. J. K, Collins, Mr. T. A. 


Deacon, and Mr. D. R. 
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O'Donoghue ; Hon. Treasurer, Mr. J. ; Hon. 
Auditor, Mr. R. S. Baskin, FSMASS " Hon. a 
Mr. A. Fahy, c/o Messrs. Pelham, Plunkett & Co., 32, Nassau 


Street, Dublin. 


SOUTH AFRICAN (NORTHERN) BRANCH 
Annual Meeting 

The forty-fifth annual general meeting of the South 
African (Northern) Branch of the Society was held at 
Johannesburg on March 14. 

Mr. B. A. Key, Chairman of the Branch, observed that for 
the first time the m had been preceded by a luncheon. 
He hoped that this would become an annual feature. In 
addition it was to recommence the annual golf 
competition and luncheon for members and articled clerks. 

Mr. Key referred to the very successful meeting of the 
Advisory Council of the three South African Branches held 
in June, 1946, at which he and the Honorary Secretary, 
Mr. R. B. Hogg, represented the Northern Branch. It was 
hoped that membership would be maintained at a high level, 
but the standard of entry to the Society was high. The 
Advisory Council considered the questions of minimum 
scales of professional fees and of salaries for articled clerks, 
and recommendations were forwarded to the Joint Council 
of the Chartered Accountants’ Societies of South Africa. 
Mr. Key expressed the personal opinion that articled clerks’ 
salaries were still too low, and that this deterred many 
desirable candidates from entering the profession. 

The Treasury had invited the various South African 
Societies to draft a Bill for the registration of accountants. 
The draft Bill would be discussed he ay - resentatives of the 
three Branches of the tas South African 
Societies. 

Members had so far contributed £115 towards the restora- 
tion of Incorporated Accountants’ Hall. 

Mr. Key expressed the thanks of all the members to Mr. 
S. R. Barnes, a past Chairman, who was resigning from the 
Committee. 


The adoption of the report and accounts was seconded by 
Mr. L. P. Kent and carried unanimously. 

Mr. R. T. C. Taylor was elected to the Committee. Mr. 
A. B. Ryan was re-elected Auditor. 

A vote of thanks to. the Chairman, proposed by Mr. 
Maldwyn Edmund, was carried with acclamation. 

The annual report of the Branch was published in our May 
issue. 

SOUTH AFRICAN (EASTERN) BRANCH 
Annual Meeting 

The annual meeting of the South African (Eastern) Branch 
was held at Durban on March 28. 

The Chairman, Mr. N. E. O. Jones, in moving the adoption 
of the report and accounts, referred to the proposed. Public 
Accountants Bill in Great Britain and to the proposed South 
African Accountancy Bill. A conference of accountants 
would be held at Bloemfontein, and the Branch would be 
represented by Mr. Alan R. Butcher. 

The Committee had sent £100 from the Branch Beanch #4Ail o¢9 
donation towards the restoration of 


members of the Committee were re-elected , 
The membership of the Branch on December 31, 1946, 
was 68, comprising 22 Fellows and 46 Associates. 


. MANCHESTER 
The annual meeting of the I ted Accountants’ 
Manchester and District rete se d on June 27. 
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re-elected as joint Honorary Auditor. 
The remaining officers of the District Society were re- 
elected at a subsequent meeting of the Committee. 
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countants all. ; a 
1 a 
M F. L. Wyatt, F.S.A.A., 
c were elected to the Committee to fill vacancies caused by the 
resignations of Mr. A. Bewley, Mr. F. J. Connor, Mr. Joseph 
‘ . Turner and Mr. W. Towers. 
Mr. A. Halstead, A.S.A.A., was elected Honorary Auditor 
in place of Mr. W. H. Hill, who resigned on becoming a 
member of the Committee. Mr. T. M. Robson, student, was 
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Report 

A series of successful m: was held for lectures and 
discussions, some jointly with the Association of 
H.M. I of Taxes, Manchester Centre ; the Man- 
chester Branch of the Institute of Chartered Accountants ; 
or the Chartered Institute of Secretaries. 

On Fridays and Saturdays in March a course of addresses 
was given to over fifty members and students who had 
returned from H.M. Forces. The course was very successful, 
and the Committee express their appreciation to the speakers. 

Some special mee were arranged for the Students’ 
Section. Students’ attendances have improved, but the 
Committee feel that they should be better. 

Manchester was again a centre for the Society’s Examina- 
tions. Six students were successful in the Final and ten in 
the Intermediate. 

The President, Mr. J. D. Hamer, FS.AA., was in the chair 
at the sixtieth anniversary dinner. The function was well 
attended by members and guests. ; 

The District Society has 177 members in and 272 
not in practice. The students number , but some are 
still serving in H.M. Forces. 

It is hoped that the universities scheme will operate in 
Manchester University later in the year. 

The Hon. Librarian has maintained the improvements 
made in the library. 

The District Society's officers have been dealing with many 
problems arising on demobilisation, particularly with the 

cing of returning members and students. Increasing use 

been made of the register of appointments. 

Mr. Joseph Turner, on retiring from practice, has resigned 
from the Council and from the District Society Committee. 
The Committee record their appreciation of his valuable 
services to the Society and to the profession. 


‘NEWCASTLE-UPON-TYNE 
- 50th Annual General Meeting 


Mr. A. J. Ingram presided at the fiftieth annual general 
moving 18. the Newcastle-upon-Tyne District Society, held 
on May 1 

Mr. F. S. Rowland, of Newcastle, was installed as President, 
and Mr. H. S. Parkin of Sunderland, and Mr. T. Trthe 


of Stockton as Vice-Presidents. The retiring members of the 
Committee were re-elected, and Mr. G. Stalker, Mr. J. 
Wanless, Mr. L. C. Bye and Mr. A. Williams were 
to fill vacancies. 

Mr. J. E. Spoors was re-elected Honorary Secretary. 

Annual Report 

The year ended March 31, 1947, was the Jubilee year of the 
District Society which was formed at. a meeting held at 
Newcastle on December 18, 1896. 


A Jubilee Dinner was held on December 10, 1946, when . 


there were many distinguished guests and a large attendance 
of members and students. 

The membership at March 31, 1947, was 209 Fellows and 
Associates, and students, a total of 543. 

The Society has had the easure of welcoming many 
stadents back to professional life after their period of war 
service. Every possible assistance has been given to them 
by personal advice and by arranging lectures and meetings. 

Fourteen lectures were given at Newcastle and six on 
Tees-side. Attendances were 5 © excess of pre-war 
figures, averaging more than at centres. At New- 
castle the session commenced with seven lectures specially 
arranged to constitute a revision course for students returning 
from the Forces. Mr. A. J. I arranged four meetings 
for students on elementary income-tax problems, which were 
much appreciated. 

Congratulations are extended to the students who were 
successful in the Society’s Intermediate examination. Mr. 
John Proctor obtained second place. 

The President has attended official functions of various 
Northern District Societies during the year. The Society 
was r ted at the Conference of District Societies held 
in London in “g" 1946. 


Part-time evening courses for the Intermediate and Final 


Eusianiine of.@n of the will on tember 22 at 
the South-West Bese Yochaioa’ Ss, e 
Walthamstow, E.17. 


echnical College, Forest Road, 


August, 1947 


PERSONAL NOTES 
Mr. R. E. Yeabsley, C.B.E., F.S.A.A., F.C.A., has been 
appointed « member of the Panel of Arbitrators set up by 


T Gothard & Co., I Accountants, 


Messrs. ncorporated 
7&8, N Street, London, W.C.3, have admitted into 


= ership Mr. David J. Ginnings, A.S.A.A., A.C.A., who 
been 


a member of their staff for several years. The style 
of the firm is unchanged. 

Mr. D. H. Mason, A.S.A.A., is now practi at 2, Millbank 
House, Great Peter Street, London, S.W.1, under the style 
of D. H. Mason & Co., Incorporated Accountants. 

Mr. A. Leivesley, Incorporated Accountant, has resumed 
ae gnsins tice at 2, Kirklees Road, Birkdale, Southport. 

ph H. Senior, Incorporated Accountant, has com- 
menced public practice in partnership with Mr. Charles 
W. Yates, Certified Accountant, under the firm name of 


Yates & Senior. 
Messrs. Mackeurtan, Son & Crosoer, ted 
Accountants, ttafords Building, Field Street, ban, ° 


have admitted into partnership as from July 1, Mr. Michael 
George Crosoer, A.S.A.A., C.A.(S.A.), and Mr. Wilfrid Denbigh . 
ae, A.S.A.A., C.A.(S.A.). The name of the firm remains 

Mr. J. H. Stubbs, A.S.A.A., is commencing in public 
practice as from August 1, at 17, Gt. George Street, Bristol, 1. 

Messrs. Hewat, Bridson & Newby, Accountants and 
Auditors, Messrs. Parker & Woods, Chartered Accountants, 


Newby, F.S.A.A., Mr. M. Hammond, A.C.A., Mr. H. E. 
ACA \.. Mr. 1. C. Huie, C.A., Mr. F. R. W. 
F. A. El Sawaf, A.C.A., and Mr. E. B. Macdonald, 


om A. I. Deane, A.S.A.A., has been admitted as a — 
firm of Messrs. Hatfield, Dixon & Co., 115-117, 
London, E.C.4. 

Mr. Walter A. Heaton, F.S.A.A., and Mr. Sidney Wilson, 
F.S.A.A., announce that Mr. James S. Heaton, who has been 
associated with them in the form of Messrs. Bottomley and 
Smith, Keighley, for the past seventeen years, has joined them 
in partnership as from July 1, 1947. The name of the firm will 
remain unc 

Messrs. Blackburns, Coates & Co., of Bradford, Leeds and 
London, and Messrs. Lawrence Robson & Co., of London, 
announce that their practices have been amalgamated, and 
will be carried on under the style of Blackburns, Robson, 
Coates & Co. Mr. James W. Clement, O.B.E., A.C.A., Mr. 
Edward F. G. Nettleton, A.C.A., and Mr. Eric H. Newman, 
B.A., A.C.A., have been admitted as partners. 

Messrs. Beal, Young & Booth, 21, The Avenue, — 
ampton, have ‘admitted into partnership as from July 
1947, Mr. H. C. M. Lewis, A.S.A.A., wait has bees Sta ths 
firm as managing clerk. The partnership name will remain 

ed. Additional offices have been secured at 44s, 
Market Street, Eastleigh 


REMOVALS 


Messrs. Smallfield, Fitzhugh, Tillett & Co., Chartered 
Accountants, have removed their offices to 24, Portland 
Place, London, W.1. 

Messrs. Kain, Brown, Bennett & Clark have secured offices 
at St. Bartholomew House, 58, West Street, London, E.C.1, 
Tel. Monarch 5630. If desired, a a may still be 
arranged at Merton Park or New 


OBITUARY 


WILLIAM HOUSTON 

We record with regret the death of Mr. William Houston, 
Glasgow, a of the <= of Houston, Roberts & Co., 
Incorporated Accountants, Glasgow, who died on: une 24, 

1947, while on holiday in the Isle of Man. J 
Mr. Houston was a member of the Society for 40 years and 
for a considerable part of that time a member of the Council 
pacer h oxpee t ong bumwnewene 

greatly missed by his colleagues 

He was 74 years of age and is survived by his son. 


Act, 1946. 
and Mr. Fouad Ahmed E] Sawaf, Chartered Accountant, of 
Alexandria and Cairo, have amalgamated their practices as 
from January 1, 1947. They will practice under the style 
| _ : 


